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at $39bn 


..si*. ' 


I NE 


: '<v^ Sc- - Gazprom, Russia largest company, said its 
--zr , initial international offering this week is expeo 

5 '<**'- - tedtobe pcEcedat the upper end af the$34-$i6 
range announced two weeks ago. A value erf $16 
»: 5 *.?y ' coieach'of the American depositary shares. 

.^V whichTepresent 10 ordinary shares, would give 
: the gasmezropoly an implied value of $39bn - 

i - C V- more' than doubling the current value of the 
^ f r s »/ Bnpjan stock market. Page 18 

/ Vienna to change trading rules: The 

" Vienna Stock Exchange plans to change trading 
' -• roles in the wake of the resignation of the head 
of securitLestrading at In vestment bank Austria, 

. - , following allegations that his department 
manipulated equity prices. Page 18 

t=urotuati*ei, the Anglo-French operator of the 
channel tunnel rail link, is to cut more than 650 
■; jobs to reduce costs by about £20m ($3L2m) and 
move towards profitability. Page 3 

' < sJ[- . , . . ■’ 

■» Chirac setfor cool Israeli reception: 

French president Jac- 
ques Chirac (Left) is 
welcomed by his Syr- 
ian counterpart, presi- 
dent Hafez al- Assad. on 
his arrival in Damas- 
cus. Mr Chirac arrives 
today in Israel, which 
has rejected his 
attempt to establish a 
leading role for France 
and Europe in Middle 

_ . East peacemaking 

: ; T .-‘r v iBflBarts. His tour will also include Palestwian- 
. reled areas. Jordan, Lebanon and Egypt. Page 4 

LMddova, the former Soviet Republic situated 
- x; ; between Ukraine and Romania, is planning to 

/make a private placement for about $25xn in the 
. US, Enropaand Asia - its first approach to the 
: i; . international capital markets since indepen- 
dance in 1991. Page 19 

.. ~ > Rybkin named to replace Lebed: Former 
_ . .7 1 Russian parliamentary speaker Ivan Rybkin was 
•• appointed head of the security council in place 

. xS of the sacked Alexander Lebed In a move wel- 

; ' 1 corned by Senior Russian politicians and rebel 

_ ^ Chechen leaders. Page 3 

:vv/ OK tax records open to foreign access: . 

: Computer experts in the US and. Anstralia are to 
••• have access to data from the records of UK tax- 
payers under plans to provide a 24-bour techni- 
■ — cal back-up service for file new self-assessment 

- 757''" tax system. Page 6 . . 

: Clash over Oormap labour r e l ati ons: 

German employers have clashed over labour 
. : relations following criticism that the country’s . 

-• reputation abroad is suffering. Page 2 

7 British Petroleum and Mobil of the US may 
use outside international accounting companies 

for many financial tasks in a bid to cut costs 

from their planned $5bn European refining and 

marketing joint venture. Page 19 

Portugal against Emu delay: Portugal’s 

S Socialist prime minister. Antonio Guterres, has 
rejected proposals to delay the entry of southern 
European Union countries into the single cur- 
rency. Page 2 

Bond Issue for China dam project China 
plans to issue Ynlbn ($ 12 flm) in bonds next 
month to finance construction of the Three 
wQarges dam the first bond issue for the world’s 
j^furgest hydro-power project. Page 5 

l MF sot to agree Pakistan dead: The 

* r International Monetary Fund is to send a mis- 
, r sion to Pakistan, this week to complete details of ; 
V a new stand-by credit agreement replacing the 
staffed $600m loan agreed last year. Page 4 

V Kidnap victim’s body found: Police found 
. the body of Jakub Fiszman. owner of an elec- 
■ ironies and property empire who was abducted 
on October l. in woodland outside Frankfurt. 

They arrested two men after Mr Fiszman *s 
brother paid a DM4m ($2Jjm) ransom. 

European Monetary System: The Finnish 
markka took its place as third strongest cur- 
rency in toe EMS grid at toe end of its first 
. week In the ERM last week. It finished behind 
the Portuguese escudo and the Irish punt, the 
strongest currency in toe grid. The p unt was 
again helped by sterling's continued strength, 
pomades. Page 25 
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The chart shows the member currencies of the 
\**chanoe rate mechanism measured against the 
[Weakest currency in the system. Most of the 
currencies are permitted to fluctuate within 15 per 
' Ceni of agreed central rates against the other 
members of the mechanism. The exceptions are 
the D-Mark and the guilder which move in a 2JI5 
Per cent band. 

-fTTcoms the FT web site provides online news. 
Comment and analysis at http://wwwJFT.com 
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Likely new Hashimoto coalition could shift balance to right 

LDP gains seats ($.-a m 
but not majority ^ 
in Japanese vote *’* . 9 


By Wiffiam Dawkins, Mtchiyo 
Nakamoto and Gwen 
Robinson In Tokyo 

Japan's ruling Liberal 
Democratic party yesterday 
made subs tantial gains in a 
general election bat fell nar- 
rowly short of a majority, forc- 
ing it to form another coalition 
government over the next few 
weeks. 

The conservative LDP won 
239 seats in the 500-seat lower 
house of parliament, emerging 
as the largest party under a 
new electoral system that was 
| greeted by a record low 59.6 
per emit voter turnout. 

Japanese business leaders 
welcomed the LDP's advance. 
“A stable conservative govern- 
ment with leadership is neces- 
sary,” said Mr Jiro Nemo to, 
president of the Nikkeiren 
employers’ federation. 

On foreign policy, toe LDP's 
resurgence points to stronger 
government support for the 
US-Japan security alliance, 
which has been under strain 
because of objections to US 
bases on the southern island of 
Okinawa. The result could also 
mean a stronger Japanese 
response to territorial disputes 


in the region. Mr Ryu taro 
Hashimoto, likely to be 
selected by par liam ent for a 
second term as prime minister, 
is expected to be more asser- 
tive in trade disputes with the 
US and European Union. He is 
a former minister for interna- 
tional trade and industry, and 
has lamented the country’s 
failure to stand its ground in 
conflicts with Washington and 
Brussels. 

The LDP's 239 seats were 28 
more than it had in the previ- 
ous 511-seat house, and well 

Unsure Japan takes refuge in 

LDP Page 5 

Currencies Page 23 

ahead of its nearest rival, the 
centre-right New Frontier 
party, which fell just short of 
its pre-election strength of 160 
seats. The Social Democratic 
party, the second -largest part- 
ner in the outgoing three-party 
coalition, lost half of its seats 
to finish with 15. 

Japan's powerful finance 
ministry was pleased with the 
success of the LDP, which has 
pledged to increase a val- 
ue-added tax next April from 3 


per cent to 5 per cent, an 
unpopular move long sought 
by the ministry as a first step 
to curbing what has in recent 
years become one of the larg- 
est government debts in the 
developed world. 

Political analysts expect that 
the LDP’s older generation on 
toe right-wing of the party will 
have greater influence in the 
next government. The previ- 
ous government was farced to 
accommodate the left-wing 
SDP. but yesterday's result 
increases the possibility the 
new government will be a cen- 
tre-right coalition. 

Mr John Neuffer, political 
analyst at Mitsui Marine 
Research, said that the expec- 
ted shift in toe government’s 
character could mean slower 
economic deregulation and a 
cautious attitude to curbing 
toe bureaucracy, both strong 
themes of all the leading par- 
ties’ election campaigns 

A Jubilant Mr Hashimoto 
said he hoped to continue the 
existing three-party coalition, 
but also hinted at possible 
co-operation with other par- 
ties, including the NFP and 

Continued on Page 18 
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Applauding his party's gains: LDP leader Ryutaro Hashim oto is 
likely to be selected by parliament to serve as prime minis ter 
for a second term pwunr. 


Israeli tax officials raid News Corp arm 

syy ^^ in Loody Concealment of $150m of income suspected ^ y ^ ws n P , X™^ on '“ 

ana Avi Macnns m Jerusalem r group s parent company, an 


By wafiam Lewis in London 
and Avi MachRs in Jerusalem 

Israeli tax officials yesterday 
raided the offices of a subsid- 
iary of News Corporation, the 
media and entertainment 
group headed by Mr Rupert 
i Murdoch, after a “secret inves- 
tigation” Into suspected tax 
evasion, involving the conceal- 
ment of SI 50m in income. 

Officials removed docu- 
ments from the offices in Jeru- 
salem and Haifa of News Data- 
com Research, a subsidiary of 
News Datacom. a UK-based 
company which is part of 
News Corporation. 

They said ft was suspected 
of “concealing income of a 
scope of approximately 
$150m” over seven years since 
1989. They described the probe 
as “one of the largest and 
most complex investigations 
ever conducted by the income 
tax division”. News Datacom 


Is involved in the supply of 
so-called “smart cards” to sub- 
scribers of BSkyB, the satel- 
lite broadcaster in which 
News group holds a 40 per 
cent stake, and other TV com- 
panies. 

The cards are crucial to the 
success of BSkyB and other 
parts of News group’s TV 
interests because they are 
designed to ensure only pay- 
ing subscribers receive trans- 
missions. 

Last week News Corporation 
said it was planning a 8650m 
flotation of News Digital 
Systems, its UK-based televi- 
sion technology business 
which includes News Data- 
com. News Corporation said 
that it hoped to float News 
Digital Systems in the next 
two to three weeks bat yester- 
day would not comment on 


whether the tax raid had 
affected its plans. 

Ms Sarit G iladi-Dor, spokes- 
woman for the income and 
property tax division of 
Israel's finance ministry, said: 
“Over the last year we have 
been conducting a secret 
Investigation Into suspicion of 
tax evasion by News Datacom 
Research. Now the investiga- 
tion has gone public.” 

Tax officials said the inves- 
tigation was focusing on gath- 
ering documents, and a num- 
ber of people were being 
called in for questioning. 

In a statement yesterday. 
News 'Datacom said it was not 
guilty of tax evasion. “The 
company has filed all required 
tax returns and paid all appli- 
cable taxes. It has complied 
with all applicable Israeli 
laws and regulations.’' News 


Datacom also said some of its 
former employees were con- 
ducting a “ continuing extor- 
tion campaign” against it. 

Yesterday’s raid follows a 
Financial Times investigation, 
published in May. into the tax 
structure operated at News 
Datacom. News group said 
then It bad broken no laws 
and that the Israeli tax 
authorities bad “indicated 
that they do not intend to pur- 
sue any claim against News 
Datacom”. The level of tax 


paid by News Corporation, the 
group's parent company, and 
its subsidiaries, has long been 
a controversial issue. Internal 
company documents seen by 
the FT disclosed bow the com- 
pany organised its accounts 
and structure from 1988 to 
1992 to minimise the tax pay- 
able to authorities in Israel 
and the UK. 

Other documents seen by 
the FT also show how News 
Datacom executives had some 
of their remuneration paid as 
consultancy fees, but booked 
as directors* fees in the 
accounts. 


Deutsche 
Telekom 
shares 
may cost 
DM30 


By Michael Lindemann 
in Bonn 

Deutsche Telekom will today 
announce a price range of 
between DM25 and DM30 for 
the shares to be sold in 
Europe's largest ever initial 
public offering. 

The range is at toe high end 
of independent estimates and 
implies that the telecommuni- 
cations utility is worth 
between DM55bn and DM78bn, 
making it one of Europe's 
most highly valued quoted 
companies. 

The offer consists of 500m 
new shares, representing 20 
per cent of the group's 
enlarged equity capital. Execu- 
tives close to the offer say up 
to 70 per cent of the new 
shares in the issue will be 
placed on the German market, 
around 10 per cent more than 
expected following the success 
of a promotion campaign 
designed to attract retail inves- 
tors in Germany. 

Deutsche Telekom is expec- 
ted to announce today that 
over 3m Germans have signed 
up to the company's Share 
Information Forum, member- 
ship of which gives them prior- 
ity over other investors. 

The final price will be set by 
toe issue's global co-ordinators 
- Deutsche Bank, Dresdner 
Bank and Goldman Sachs, the 
US investment bank - just 
days before the shares are 
listed on stock exchanges 
around the world on Novem- 
ber 18. 

Between now and then they 
will try to assess demand from 
private and institutional inves- 
tors as precisely as possible. 

Deutsche Telekom is also 
expected to announce today 
that about 15 per cent of the 
issue will be placed in the US, 
the second most important ? 
market after Germany. A fuJ p 
ther 10 per cent is expected 'War ' 
be targeted at institution to 
investors in the UK. K^al 

The remaining shares wilira 
placed by two other syndics® be 
of banks who are handling flutes 
rest of the world and otl^he 

Continued on Page iq — 
Lex. Page It * 


Belgians unite to protest 
against judicial system 


By Emma Tucker in Brussels 

Belgians set aside cultural and 
linguistic differences yesterday 
as they converged on Brussels 
to demonstrate their disgust 
and disillusionment with their 
country's political and judicial 
systems. 

According to organisers, 
325.000 people marched to sup- 
port the parents of four young 
girls who died recently at toe 
hands of a paedophile ring: 

The unprecedented display 
of public protest cut across the 
country’s linguistic divisions, 
uniting French and Flemish 
speakers in their condemna- 
tion of the system. 

The girls’ parents are striv- 
ing to uncover the truth about 
paedophile activities in Bel- 
gium and the way the investi- 
gation into the death of their 
daughters has been handled. 

“People are demonstrating 
that they have lost almost any 
belief in the system.” said one 
former Belgian minister. 
-There is a feeling that in the 


past too many cases did not 
lead anywhere because of 
reluctance by the authorities 
to shed light on what was 
really going on.” 

Yesterday Mr Jean-Luc 
Dehaene, toe Belgian prime 
minister, who met the victims’ 
parents before the start of the 
rparch, said the country's con- 
stitution would be revised to 
end political promotions 
within the justice system. 

The marchers wore white 
and carried white flowers to 
symbolise toe innocence and 
purity of children, parading 
solemnly and silently behin d 
the parents of the victims and 
the parents of other m issi n g 
children. 

“Ashamed to be Belgian” 
read one marcher’s banner. 

The outpouring of anger was 
triggered by the dismissal last 
week of the popular judge, Mr 
Jean-Marc Connerotte, who 
was In charge of investigating 
the deaths of file four girls. 

He was removed from the 
ragp following complaints that 
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he had shown bias by attend- 
ing a dinner organised by sup- 
porters of the victims family, 
where he accepted a plate of 
spaghetti and the gift of a 
pen. 

The decision, by Belgium’s 
highest court, has prompted 
accusations and rumours that 
high level officials are attempt- 
ing to obstruct the course of 
justice. 

Such is the mood of distrust 
that many Belgians believe 
that Mr Marc Dutroux and Mr 
Michel Nihoul, alleged abduc- 
tors of the dead girls, enjoyed 
protection at a high-level 
because of links with official- 
dom. 

Public anger at the decision 
also demonstrated the extent 
to which the authorities are 
out of touch with a public that 
has become obsessed with the 
tale of the two eight-year old 
and two teenage girls, alleg- 
edly abducted and - in the 
case of the eight year olds - 
left to starve, by Mr Dutroux 
and his accomplices. 
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NEWS: EUROPE 


German industry leaders fall out 



By Wolfgang MQnchau 
in Frankfurt 


Germany's industrial 
establishment has fallen out over 
labour relations following criticism 
that some industry groups are 
har ming the country’s reputation 
abroad. 

The criticism by BAVC. the 
chemical employers’ association, 
reflects concern that the hard- 
nosed assault on the welfare state 
could be backfiring. BAVC is espe- 
cially worried that foreign inves- 
tors and customers may be reas- 
sessing their view of Germany's 
companies and its economy. 

In a 10-point declaration, BAVC 


expressed concern about the “dis- 
torted picture” of Germany created 
by the increasingly ill-tempered 
debate about the welfare state. It 
said that German companies had to 
accept their country’s basic 
socio-economic system, adding: 
"The pursuit of radical economic 
concepts is unrealistic.” 

The declaration does not single 
out any specific organisations or 
individuals. However, chemical 
employers are understood to be 
troubled by the confrontational 
tactics of Gesamtmetall, the engi- 
neering employers’ federation, in a 
row with trade unions over welfare 
entitlements. 

Another possible target for criti- 


cism is Mr Hans-Qlaf Henkel, presi- 
dent of BDL the German Federa- 
tion of Industry. As one of the most 
outspoken critics of the welfare 
state and the system of collective 
labour deals, Mr Henkel has polar- 
ised the debate more than any 
other industry representative. 

BAVC's views also are also 
shared by a growing number of 
engineering companies. While 
many feel they have a legitimate 
case for welfare and labour 
reforms, they are beginning to 
question the tactics. 

The reassessment is due in part 
to the humiliating defeat which 
German engineering employers 
suffered at the hands of IG Metall. 


the engineering union, in a recent 
dispute over sick pay. 

the chemical industry is one of 
Germany's largest and BAVC Is 
the umbrella group of 13 regional 
federations, whose members 
include such well-known names as 
BASF. Hoechst, Bayer. Schering, 
Henkel and E Merck. 

In its declaration, BAVC said: 
“Changes of social entitlements 
have to be achieved with as much 
social consensus as possible in a 
highly developed welfare state 
such as the Federal Republic. Only 
strong social partners, capable of 
reforming themselves, are in the 
position to bring about the neces- 
sary balance of Interests.” This 


runs counter to, for Instance, BDFs 
radical anti-welfare and antz-cdlec- 
tive bargaining position. 

More confrontation over labour 
relations is expected today, when 
Gesamtmetall ’s leaders are to hold 
another crisis meeting with IG Met- 
all to resolve the sick pay issue. 
The union bad threatened nation- 
wide-strikes unless agreement was 
reached by Wednesday. 

The dispute stems from a recent 
change in German law to cut statu- 
tory minimum sick pay entitle- 
ments from 100 per cent of wages 
to 80 per cent Employers want the 
cuts carried over into a new labour 
agreement This is being resisted 
by IG Metall and other unions. 


Portugal aims for Emu front row 

Prime minister Guterres is in no mood to delay joining EU single currency 


By David White and 
Peter Wise in Lisbon 


Delaying the entry of 
southern European Union 
countries into the single cur- 
rency for two or three years 
after its launch has received 
a firm rebuff from Mr 
Antonio Guterres, Portugal’s 
Socialist prime minister. 

There would be no benefit 
in making eligible countries 
wait to join later, he said in 
an interview with the FT. 
The task of keeping in line 
with European monetary 
unJon criteria would become 
harder and popular support 
for the euro would be under- 
mined. 

His comments came ami d 
growing optimism in Lisbon 


about Portugal's ability to 
qualify in time for the 
planned euro launch in Jan- 
uary’. 1999 - contrary to ear- 
lier expectations. 

Being outside the first 
group of countries would 
bring pressure on interest 
rates and hinder budget con- 
trol, Mr Guterres main- 
tained. “I cannot see any 
possible advantage in keep- 
ing countries in a kind of 
limbo. It will only make 
things more difficult. And it 
would of course have a very 
detrimental effect on public 
opinion." 

He argued against a purely 
political decision based on 
"fancy considerations" about 
who should or should not 
join. Each candidate country 


should be considered on its 
own merits. He also warned 
that the EU would invite 
trouble if it put back the 
launch date to enable a 
larger number of members 
to meet the criteria. 

Any delay would send "a 
very negative message” to 
public opinion and financial 
markets, he said. Portugal 
wanted the euro to be intro- 
duced on schedule in Janu- 
ary 1999, with “the largest 
possible number of coun- 
tries" participating. 

Following a draft 1997 bud- 
get setting an overall deficit 
of 2.9 per cent of gross 
domestic product (below the 
single currency target) he 
said Lisbon had made “a 
clear and determined 


choice” to qualify for the 
first group, irrespective of 
whether Spain or Italy could 
also comply. 

“We have our own strat- 
egy and our own goals, inde- 
pendent of what happens in 
other countries,” he said. 
However, he made clear Por- 
tugal's hope that Spain, in 
particular, would also join 
the euro from the outset. Mr 
Jose Maria Aznar, his centre- 
right Spanish counterpart, 
appeared "extremely deter- 
mined" to meet the entry 
terms, he said. 

Portugal's effort to reach 
acceptable levels of public 
deficit and debt was backed 
by what Mr Guterres 
described as a "huge” priva- 
tisation programme, expec- 


ted to raise $3bn in revenues 
this year and a similar 
amount in 1997. 

If the country diverged 
from convergence targets 
next year, he said, "we will 
be ready to do anything to 
put the train back on track”. 

Mr Guterres also warned 
that Portugal would be "as 
tough as possible" in defend- 
ing its economic interests in 
negotiations for admitting 

central European countries 
to the EU. Although he 
strongly supported enlarge- 
ment in principle, he hoped 
the Sow of funds to Portugal 
would be maintained. 

The EU had to find a way 
of co mbining east-west soli- 
darity with north-south soli- 
darity, he said. 



Antonio Guterres: no benefit 
in waiting 


OBITUARY: A.H. HERMANN 


Financial Times writer 
who lived seven lives 


Dr A.H.Hermann. who died 
last week at the age of 82, 
used to say that he had 
seven lives. He was best 
known for his sixth, which 
began wheQ he joined the 
Financial Times staff in Lon- 
don in 1968 where he 
remained until his formal 
retirement in 1989. There 
had been some dramatic ups 
and downs in lives one to 
five. 

Adolf Harms Hermann was 
bom in Tabor, a provincial 
town in South Bohemia, on 
June 1. 1914. His father man- 
aged a textile factory, but 
the business crashed in 1930. 
tRecovery came when his 
"father was made general rep- 
leresentative of the Romanian 

S i of Syndicates for the 
rt of Animals and Fresh 
. The job was to liaise 
jb'with Prague on how the 
> business was conducted. 
Adolf, though still studying, 
went to Bucharest to help. 
He believed more than most 
people in the likelihood of a 
second world war and in 
early 1939 the family moved 
to England. Just before 
going, he completed his law 
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degree at Charles University 
in Prague and married his 
long-time girlfriend, Zdena, 
who went with him. That 
was the end of his first life. 

In England, after a brief 
spell with other Czech refu- 
gees in Birkenhead which 
was to prove almost fatal for 
him later on. he settled well, 
despite having Little English. 
He developed an export busi- 
ness which specialised in 
selling chamois leather to 
Canada and the US and Pilk- 
ington sheet glass to Ecua- 
dor. In 1942. he became an 
economic adviser to the 
Czech government in exile. 

His work on possible 
Czech reforms ied to his 
appointment as an adminis- 
trative officer in the supply 
department of the United 
Nations Relief and Rehabili- 
tation Administration, con- 
centrating on Czechoslo- 
vakia and. briefly, Greece. 
That was the end of his sec- 
ond life, because at Christ- 
mas 1946 he decided to 
return to Prague. 

He did so. he wrote later, 
against his better instincts 
and most reluctantly. The 
Czechoslovakia he found in 
1947 was much more anti-Se- 
mitic than the country he 
remembered from the 1930s. 
Yet. for a while, he pros- 
pered. He looked after the 
export services of the Prague 
International Fair and was 
only gradually demoted after 
the Communist takeover of 
1948. He worked at the inter- 
nal trade ministry, then at 
the state monopoly timber 
company. Ligna, both of 
which he found grossly inef- 
ficient and was not popular 
for saying so. 

His arrest, which he bad 
long expected, came in July 
1950. He was accused of 
being a British spy and of 
trying to leave the country. 
The sentence was 12 years' 
prison with hard labour, 
some of the evidence having 
been manufactured by 
Czechs he met in Birkenhead 
in 1939. Prison, including 
forced coal and uranium 
mining, made up Hermann's 
fourth life. 

He was released and par- 
doned in September 1956 


after Nikita Krushchev had 
signalled a new liberalism in 
the Soviet bloc, though har- 
asssment continued. He 
developed skills as a techni- 
cal translator and in 1964 
was made the Prague corre- 
spondent of the New Scien- 
tist on the strength of an 
article he bad submitted on 
Czech' science. 

That was the start of his 
career in journalism. A strin- 
gership with the Financial 
Times soon followed and he 
began to write for the Ger- 
man business newspaper 
Handelsblatt. Just as he was 
getting on his feet again, 
however, there was new tur- 
moil in Czechoslovakia. 

Hermann was initially 
optimistic about the Prague 
Spring of 1968 and wanted to 
stay to report it. He was sur- 
prised to find a cable from 
the FT foreign desk saying. 
"Grossly overfiling on Dub- 
cek. Why did you not cover 
the Czech budget?" 

Gradually he convinced 
the desk that the events 
were important, yet he took 
some time to be persuaded 
that they were also serious 
for his own position. He and 
his family finally fled 
Czechoslovakia for Britain 
on the day of the Soviet 
invasion - 21 August, 1968. 

That was the end of his 
fifth life. The sixth began 
when he joined the F7"s 
London staff. He wrote about 
east and west Europe and 
increasingly about European 
business law, founding and 
editing the paper’s European 
Law Letter. He said that his 
sixth life ended in 1978 with 
a heart attack, though in 
fact he continued to work. 
His History of the Czechs was 
published by Allen. Lane in 
1975, and some of the above 
is drawn from a draft of his 
memoirs My First Five Lives. 

He was a delightful, won- 
derfully educated man, and a 
pleasure to work with. He Is 
survived by Zdena, his 
daughter Jana, his son Mich- 
ael and three grandchildren. 


Malcolm 

Rutherford 
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Marchers viewed from 
differing perspectives 


FRANCE 


By Andrew Jack 


After months of hinting at 
the prospect of an autumn of 
discontent - If not salivating 
over one - France's newspa- 
pers eagerly covered last 
Thursday's pubhc sector day 
of action when civil servants 
across the country took to 
the streets. 

Just how many did so was 
open to question. The tabloid 
Parisian threw out a gener- 
ous range for the demonstra- 
tions in the French capital, 
of between 40.000 and 100.000 
people. Le Monde was more 
careful to cite the sources 
for its estimates, ranging 
from a police figure of 23,000 
to 100,000 proffered by the 
militants of the Communist- 
linked CGT union. 

Humanity, the daily Com- 
munist party newspaper, 
sticking loyally to the latter 
figure, dedicated half its 
front page and a further five 
inside pages to the day, 
which it called "an impres- 
sive warning shot” across 
the bows of Mr Alain Juppe, 
the prime minister. 

According to Le Monde, 
strikers ironically were well 
represented in the econom- 
ics and finance departments 
of government while one of 
the lower rates of participa- 
tion came from workers in 
France T&Wcom, in spite of 
its imminent privatisation. 

The leftwing daily Libera- 
tion called Thursday a “bet 
that paid off", with one in 
three civil servants on 
strike, it argued that such 
support was hardly surpris- 
ing In the face of President 
Jacques Chirac's broken 
election promises, the immu- 
nity of the ruling elites from 
punishment for their errors 
and the fact that successive 
belt-tightening reriln over a 
decade had never brought 
the promised advantages. 

However, for the right- 
wing daily Le Figaro, “less 
than one-third" went on 
strike in a "partial mobilisa- 
tion”. It said “Black Thurs- 
day did not happen" and it 
had rarely been easier to 


[travel around Paris - includ- 
ing on public transport. 

_ Perhaps more striking - in 
an echo of last year’s sociafr 
discontent - were twa&fde- 
ly quoted opinion polls Sug- 
gesting that although so few 
workers in France are union- 
ised, 54-64 per cent, of the 
country supported^ Thurs- 
day’s action. Yesterday's 
Journal da Dimanche stoked 
the fires further with a poll 
showing just 28 per cent of 
the French were satisfied 


but there is no anger. 

The personalities have 
also changed. In 1995. the 
centre of media attention 
was Mr Marc Blondel, the 
head of the Force Ouvriere 
union, who had supported 
the election of Mr Chirac 
and been seen as a force for 
moderation before convert- 
ing into a. firebrand during 
the strikes and controver- 
sially shaking hands with 
his traditional rival. Mr 
Louis Viannet of the CGT. 



Strike Day - Barmen “Juppe iatigfct” Woman: “You won’t 
find anyone to hold the other end." uowibicmm 


with President Chirac and 21 
per cent with Mr Jupp§. 

Yet there .were alstiv&me' 
big differences from last 
year's demonstrations. A 
number of papers quoted the 
government’s official esti- 
mate that 35 per cent did not 
show up for work on Thurs- 
day, down sharply on the 57 
per cent in an equivalent 
one-day strike in October 
last year. 

As the Parisien pointed 
out, unlike last year there is 
no freeze on civil service sal- 
aries. “Defence of the public 
service” remained one of the 
marchers' demands, as well 
as the preservation of jobs - 
although only 6,000 posts are' 
to go as part of the govern- 
ment's budgetary plans out 
of 2 . 1 m civil servants and 
4.8m public sector workers: ■ 

According to one teacher 
in an article in Le Monde, 
people are generally “fed-up" 


This year, Ms Nicole 
Notat, head of the moderate 
GFDT, which supported the 
government's programme of 
social security reforms and 
did not strike last Novem- 
ber, gathered the attention. 
The CFDT has since 
increased its control over 
. the v lepding social, security 
j^ g Muba ti ons. at the- expense 
of Forte Ouvriere. 

- The fa ct that Mr Viannet 
refused to shake Ms Notat's 
baud'- on Thursday was 
widely reported. And there 
was strong criticism of the 
way she was booed, insulted 
and jostled by extremists. 

. The incident even made 
the front page of Saturday’s 
Liberation, which said it 
highlighted a g ro w i ng ten- 
sion between her “reformist" 
trade unionism *>nd the more 
narrowly defined defence of 
members adopted by her 

rivals. 


EUROPEAN NEWS DIGEST 



Greek public 
sector curbs 


a! 





Greece’s economy minister, Mr Yannos Paj^tomou, has 
proposed legislation to cut the country's bloated public 
sector payroll, reduce spending by local government, and 
appoint international accounting firms and consultants a 
advisers on managing state-owned assets. 

The law, to be approved by parliament next month, 
marks the launch of structural reforms aimed atenabltaf 
Greece to join in European monetary union by 2001. Nan 
year's budget calls for cutting the deficit to &2 per cent o 
gross domestic product, mainly through curbs 

offliriaia said one civil servant would be hired for every 
five who retired and outdated state services would be 
shut down. About 13 per cent of Greek workers are 
emp loyed in the public sector, and numbers have 
increased, as the Socialist government made patronage 
appointments to offset rising unemployment among 
young Greeks. , 

The law also ai ms at boosting Greece’s undeveloped 
capital markets by letting pension funds and public sectc 
enterprises invest freely on the Athens stock exchange. 
At present, state entities must seek approval for 
transactions from the finance ministry or the central 
Hanjf Kerin Hope, Airier 




Forum to study mobile phone; 


The first World Telecommunications Forum opens in 
Geneva today, with its foe ns on the regulatory issues 
raised by a new generation of mobile phone systems 
which beam radio si gna ls to and from a network of 
satellites in low orbit around the globe. The first satellite 
is expected to be launched in the next few months. They 
are expected to allow calls to be made from a hand-held 
phone anywhere on earth for $l.50-$3 a minute. 

Riiiirms of dollars have already been raised by 
competing consorti ums , including Iridium, Globalstar an 
ICO, and services should start In 1998. Their operators ar 
concerned, however, that there is no worldwide 
regulatory framework, and a radio spectrum for their 
services yet to be allocated in most countries. 
Developing countries which could benefit most from the 
new services are concerned about issues of management 
and controL 

The Geneva meeting, attracting 1,400 delegates from 
governments, telecoms operators and the satellite 
iv wimnniratinnB industry, hopes to raise awareness of 
these issues. The operators also want tight approval for 
handsets to avoid individual approvals by each country. 
The forum, to end on Wednesday, will produce a report 
and recommendations but it cannot set or enforce 
policy. Alan Cane, Genet 


Lukashenko sets poll date 


President Alexander Lukashenko of Belarus yesterday st 
a date next month for a controversial referendum on a 
new constitution to formally cement his strong-arm rule. ’ 
The vote seems likely to intensify the confrontation 
between himself and an increasingly united opposition, 
which at the weekend brought out several thousand 
Belarusans on to the streets of Minsk, the capital, in 
peaceful protest. 

The draft document, to be voted on on November 24. 
automatically extends the president’s term in office untir 
2000 and essentially lets him hand-pick the constitutions j. 
coart and control a new parliament. Mr Lukashenko 
called a “national congress" at the weekend to approve 
his draft and referendum plans after repeatedly failing to; 
obtain the required parliamentary support for 
both. Matthew Kaminski, Vibtot 


Italian financier extradited 


Mr Florio Fiorini, one of the most colourful Italian 
financiers of the 1980s, was extradited at the weekend . 
from Switzerland to Italy after serving four years of a 
six-year term in a Swiss jail for being behind a SFr25bn 
($3.1bnl bankruptcy. 

He was taken to a Milan jail, pending interrogation 
about the Italian end of the companies linked to Sasea. 
the Swiss group he bankrupted. 

This could lead to revelations about a number of 
important financial operations involving Italian 
companies during the 1980s, Mr Fiorini, a former finance 
director of Eru. the Italian state oil company, 
being the brains behind the ilifated take-over 
Hollywood studios by Gian carlo Parretti financed 
Credit Lyonnais. Robert Graham, Rom 
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Kidnapped millionaire dead fj 


A body found in woodland outside Frankfurt was 
yesterday identified as that of a kidnapped 
multi-millionaire, bringing a gruesome end to a 
three-week saga which has horrified Germany. Mr Jakub 
Fis zman . 40, owner of an electronics a n d property empire, 





was abducted outside his Frankfurt office on October L - 
Police imposed a news blackout after the kidnapping s 
but appealed for help when abductors reneged on a ; 
promise to free Mr Fiszznan. after his brother had paid a • 
DM4m ($2.5m) ransom. Police arrested Mr Rainer 
Koerppen, 48, and his 26-year-old son Sven within a few . * 
days after discovering almost all of the ransom in the 
garden of a house owned by Rainer's parents. Several ' 
wealthy Germans, including Mr Fiszman’s nephew in ‘ 
1991, have been abducted in recent years, but they have 
usually been released unharmed. Reuter, FranJtfur 



Landsbergis’ return on cards 


Lithuanians yesterday voted in their second 
parlia m entary ballot since g aining indep endenc e from the . 
Soviet Union. Opinion, polls show that the conservative 
Homeland Union, led by Mr Vytautas Landsbergis, a herd- " 
of the independence struggle and former chairman of tti* ' 
Supreme Soviet, may unseat the Lithuanian Democratic' / 
Labour party, emerging fromamong 24 parties withtbev, " 
most seats in the 141-seat parliament ■ 

The Democratic Labour party, maria up of • .; 

ex-Communists. is doing poorly in polls even though - . v 
tough economic reforms of the past four years are • j . v 

beginning to bear fruit . I V • 

Other centre-right parties, which could possibly Bonn a • 
coalition government with the Homeland Union, are ■-»>'“ : 
expected to do well too. , Matthew Kandnsk, - : 
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Pull down 
barriers, say 
companies 

Ell business calls for push to 
complete the single market 
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By Emms Tucfcor. In Brussefs 

European business is 
demanding a final push to 
complete construction of the 
single market, including 
more radical energy liberal- 
- isation, harmonisation of 
VAT and action to break 
open the market for public 
procurement. 

Two surveys covering 
more than 13.500 companies 
across the 16 member states 
and conducted as part of this 
year's exercise by the Com- 
mission to assess the eco- 
nomic impact of the single 
market, show widespread 
satisfaction among business 
about the benefits the ElTs 
barrier-free bloc has yielded. 

But the studies also 
uncover glaring holes where 
the process of removing 
obstacles to trade between 
the 15 member states is far 
from complete, and business 
wants further action by the 
Commission. 

Problem areas include: 

• The movement of 
machinery and building 
materials because of slow 
progress on the setting of 
common technical stan- 
dards, such as those con- 
cerning machine safety. 

• A lack of convergence in 
environmental standards. 
The most frequently cited 
problem was the leeway 
allowed member states to sot 
standards above the EU min- 
ima laid down in the packag- 
ing waste directive- Differ- 
ences in recycling policies 
also create difficulties for 
many sectors. 

• Failure by member states 
to recognise certification and 
test results, other than their 
own, in certain sectors. 

• Advertising and market- 
ing restrictions. Different 
approaches in the member 
states towards what consti- 
tutes misleading information 
and what are permissible 
promotional strategies are 
causing difficulties. 

• Public procurement. Sin- 
gle market legislation aimed 
at opening up the market for 
public tenders has been 
implemented poorly, or not 
at all, by many member 
states. The result, according 
to the surveys, is that few 
enterprises have benefited 


from the supposed opening 
up of the public procurement 
market. 

• VAT. Current arrange- 
ments For collection are 
unpopular with many busi- 
nesses. The Union is sup- 
posed to be shifting to a 
“definitive” system of VAT 
in which tax is levied in the 
country where goods and 
services originate. For the 
time being, it continues 
mostly to be levied in the 
country where goods are 
consumed, a system which 
involves companies in signif- 
icant and unpopular 
amounts of paperwork. Dis- 
agreement between member 
states over a definitive sys- 
tem means the Commission 
is unlikely to come forward 
with proposals in the near 
future. 

• Energy liberalisation. 
Many industrial sectors com- 
plained about the lack of 
progress on energy liberalis- 
ation, in spite of a recent 
agreement to open the mar- 
ket partially. Several said 
liberalisation would signifi- 
cantly reduce their costs. 

The surveys form part of 
this year's review of the 
impact of the single market 
Businesses, consumers and 
other interested parties were 
invited to contribute to the 
review, carried out four 
years after EU barriers to 
goods, services and capital 
were in theory removed. 

Mr Mario Monti, the single 
market commissioner, is 
hoping to use the results to 
fine-tune the existing frame- 
work of single market rules, 
although he has already 
stressed that the Commis- 
sion does not intend to pro- 
pose a big new programme 
of legislation- 

Of the companies ques- 
tioned for one of the two sur- 
veys. 60 per cent said the 
elimination of customs for- 
malities and border delays 
bad had a positive effect. 
Only two in 10 industrial 
enterprises felt the single 
market had not achieved its 
principal objective of elimi- 
nating barriers to intra-EU 
trade. Almost half of the 
companies surveyed recog- 
nised they faced stiffer com- 
petition as a result of the 
single market. 
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Eurotunnel to 
cut jobs in 
attack on costs 


'At l* 1 


By Andrew Jack in Paris 
and Mo toko Rich in London 

Eurotunnel, the Anglo- 
French operator of the Chan- 
nel tunnel rail link, is to 
announce several hundred 
job cuts tomorrow as part of 
efforts to reduce costs and 
move towards profitability. 

In preliminary discussions 
late last week with unions, it 
proposed a figure of 657 job 
losses out of a total of 3.500 
employees. Most of those 
affected are likely to be 
part-time contract staff and 
consultants in white-collar 
jobs, and will be equally 
split between the UK and 
French operations. Cost 
savings are thought to be in 
the region of £20m <$30m>. 

Mr George Chazot, opera- 
tional managing director, 
will present details of the 
cuts to the staff works coun- 
cil in Calais tomorrow, as 
Part of the legal consulta- 
tions required under French 
law. The staff will be shed 
over the next 14 months. 

Unions and local political 
leaders reacted angrily. Mr 
Jean-Jacques Barthe. the 
Communist mayor of Calais, 
.called the fig ures “dramatic 


and catastrophic”. Mr Henri 
Ravisse, head of the local 
chamber of commerce, said 
he was “extremely con- 
cerned" in view of already 
high levels of unemploy- 
ment. 

The job reductions are 
part of a programme of cost- 
cutting announced earlier 
this year by Eurotunnel, 
which is also moving the 
majority of its remaining 
staff out of its London and 
Paris headquarters to the 
tunnel sites in Calais and 
Folkestone. 

The company is under 
intense pressure to lower its 
costs and is in negotiations 
on restructuring its £9.1bn 
bank debt. Its bankers and 
shareholders are currently 
considering details of a debt 
plan which would dilute the 
latters’ stake in debt-for-eq- 
uitv swaps. It will be voted 
on at an extraordinary gen- 
eral meeting probably next 
April. 

Mr Patrick Ponsolle, joint 
chairman of Eurotunnel, 
recently said he believed the 
group could be profitable 
an d in a position to pay divi- 
dends to shareholders by the 
year 2004. 
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The Financial Times pfcwts to publish a Surrey on 

Swiss Industry 
and Technology 

oti Friday, December ^.3 


-For further information please contact 
John Roffey on Tel: +41 22 731 1604 or 
fax: +41 22 73i 9431 


FT Surveys 


Politicians hope Rybkin will ease tensions within Kremlin and cement peace deal in Chechnya 


Lebed successor set 



Moscow fever 



Ivan Sybldn: determined to 
strengthen Chechen peace 
‘without fuss and noise* 


By John Thornhill 
In Moscow 

Senior Russian politicians 
and rebel Chechen leaders 
yesterday welcomed the 
appointment of Mr Ivan Ryb- 
kin. the conciliatory former 
parliamentary speaker, as 
secretary of the security 
council in place of the 
sacked Mr Alexander Lebed. 

They said the appointment 
would help calm Moscow's 
feverish political climate, 
reduce tensions within the 
Kremlin, and cement the 
peace deal in Chechnya. 

But Mr Lebed, dismissed 
last week after four months 
in office, denounced Mr Ryb- 
kin as an incompetent appa- 


ratchik who would turn the 
security council into “a quiet 
bureaucratic office that no- 
one will know about”. 

“He will behave like he did 
in his time at the Duma [tbe 
lower house of parliament! 
when be would calmly con- 
tinue speaking from his pres- 
iding chair while deputies 
were fighting in the hall.” 

Also appointed presiden- 
tial envoy to Chechnya, Mr 
Rybkin said he was deter- 
mined to strengthen the 
fragile peace process in the 
troubled southern republic. 
However, be would do so 
“without fuss and noise” - 
an apparent sideswipe at his 
self-publicist predecessor. 

“I am a convinced sup- 


porter of the peace agree- 
ments in Chechnya and will 
do everything to get out of 
the crisis,” Mr Rybkin said. 

Rebel Chechen lenders, 
who feared the ructions in 
the Kremlin might jeopard- 
ise the peace agreement 
signed with Mr Lebed, cau- 
tiously approved Mr Kyb- 
kin’s appointment. 

“We are ready for for 
co-operation and close work- 
ing contacts with Ivan Ryb- 
kin and any Russian official 
sincerely interested in the 
re-establishment of stable 
peace in the regioD.” said Mr 
Akltmed Zakayev, a Chechen 
security official. 

Ad unprepossessing agri- 
cultural specialist who 


turned 50 yesterday. Mr Ryb- 
kin prefers consensus to con- 
frontation, and is likely to 
adopt a very different 
approach to running the 
influential security council 
than his predecessor. 

Initially on tbe left of post- 
Soviet Russian politics and a 
leading member of the 
Agrarian party. Mr Rybkin 
was gradually sucked into 
the Kremlin establishment 
after being appointed 
speaker of the lower house 
of parliament in 1994. 

At Mr Yeltsin's request. 
Mr Rybkin tried to form a 
responsible opposition party 
to contest December’s parlia- 
mentary elections to mirror 
the pro-government Our 


Home is Russia bloc founded 
by Mr Victor Chernomyrdin, 
the prime minister. 

But Mr Rybkin rapidly lost 
the support of leading trade 
unionists and social demo- 
crats running a disastrous 
campaign and losing his post 
as speaker. His bizarre tele- 
vision advertisements, feat- 
uring two talkin g cows, were 
politically obscure and 
widely ridiculed. 

Mr Sergei Yushenkov, a 
liberal MP. said the presi- 
dent had made a good choice 
in appointing Mr Rybkin. 

“He is not a confronta- 
tional figure and will extin- 
guish all the conflicts that 
have arisen in society.” he 
said. 


Rutskoi aims to get 



olitical swim 


By John Thornhill 

Mr Alexander Rutskoi. Russia's 
mustachioed former vice-presi- 
dent, who led an armed uprising 
against President Boris Yeltsin 
three years ago, yesterday 
attempted to return to the political 
mainstream by contesting tbe elec- 
tions for governor of the Kursk 
region. 

Mr Rutskoi, who was disgraced 


and imprisoned after the failed 
coup, has been one of Mr Yeltsin’s 
fiercest critics and has run on a 
strongly nationalist ticket. His 
chances were considerably 
improved when tbe Communist 
party candidate stood down in his 
favour just before the poll. 

A victory for Mr Rutskoi could 
encourage Mr Alexander Lebed in 
his fight to rehabilitate himself in 
a similar way. 


Mr Lebed, who was sacked last 
week as national security chief, is 
contemplating standing as a candi- 
date in the forthcoming elections 
for governor in Tula, where he 
was formerly a para troop com- 
mander and parliamentary deputy. 

Regional governors meld con- 
siderable power in post-Soviet poli- 
tics and command a seat in tbe 
upper house of parliament giving 
them a chance to win national 


medi2 exposure. Mr Lebed is des- 
perate to remain in tbe political 
limelight to stake his claim to suc- 
ceed Mr Yeltsin. 

Mr Rutskoi is one of four candi- 
dates in Kursk. tbe site of an epic 
tank battle in tbe second world 
war and home to a strong nation- 
alist movement. His main oppo- 
nent is Mr Vasily Shuteyev. the 
current governor. 

Gubernatorial elections will 


have been held in 52 regions 
throughout Russia by the end of 
the year promising to change the 
face of local politics. A Communist 
party candidate has already won 
tbe important Leningrad region 
although pro-Yeltsin candidates 
have prevailed elsewhere. 

Elections were also held yester- 
day in tbe oil-rich island of Sakh- 
alin in the far east and in Pskov 
on the border with Estonia. 
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Budget' For Business Hire. 

Where Luxury Comes As Standard. 



Hire a Mercedes for the price of a standard' car. 

Now you can experience the luxury of a Mercedes C - class for the 
same price as a standard car and enjoy dynamic handling, the 
highest level of comfort and stace-of-the-art technology. And with 
3.200 locations worldwide, including 825 airport locations, you're 
never far away From an office. For reservations and further 
information about this offer, contact your travel agent or call your 
local Budget Central Reservations number. 
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Slovenia 


Find out why 

visit our site on the Internet: 
http:/ / www: n-lb.si 


Nova Ljubljanska banka d-d. 

Headquarters: Trg republike 2, 61000 Ljubljana, Slovenia 
Tel: +386 61/1762887 , Fax: +386 61/125 0331 


Nova Ljubljanska banka d.d., London Representative Office, 
65/66 Queen Street, London EC4R 1EB, U.K. 

Tel: +44 171/329 2828, Fax: +44 171/489 0166 


SO ljubljanska banka 

MOYA LJUBLJANSKA BANKA D.D., LJUBLJANA 
a century of banking experience 
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For further information on advertising in any- of the above surveys, 
please contact: 

Jenny Middleton or Hqj Haffejee in London 
Tel. +44 (0)171 873 3794 Tel. +44 (0)171 873 4784 
Fax: +44 (0)171 873 3922 
or 

Brigitte McAlinden or Liz Vaughan in Hong Kong 
Tel. (852) 2973 5004 Tel. (8S2) 2973 5006 
Fax: (852) 2537 1211 
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NEWS: INTERNATIONAL 


Qatar settles billion-dollar suit 


By John Mason in London and 
Robin Allen in Dubai 

The dispute between the Qatar 
government and the state's exiled 
former ruler. Sheikh Khalifa bin. 
Hamad al-Thani. over the ownership 
of several billion dollars of missing 
oil revenues has been settled, the 
ministry of justice said yesterday. 

Sheikh Khalifa is to return sub- 
stantial stuns which he had moved 
out of the country and put In west- 
ern European and US banks before 
he was overthrown last year by his 
son. Sheikh Hamad bln Khalifa. 

Sheikh Hamad had launched a 
series of legal actions in the UK. US. 
France and other countries. The gov- 
ernment claimed the former emir 


had misappropriated the money. 
Sheikh Kbaufei denied the charge, 
r»J aiming that as emir he was enti- 
tled to do what be wished 'with the 
state's money. • 

The prospect of a highly publicised 
court action in London's High Court 
in January is believed to have made 
other Gulf rulers, notably the Sau- 
dis. concerned about the private 
finances of one of their number 
being discussed publicly. 

The Qatari minister of justice. Dr 
Najeeb al-Naumi, said the settlement 
had been reached “through agree- 
ment and understanding, . as Is cus- 
tomary for the Qatari people". The 
terms remain confidential but some 
sources Indicate the sum to be 
returned could be about -SSbn. The 


deal will enable this government to 
resume financing of a number of 
development' projects "and should . 
also significantly ease Qatar's cash- 
flow and improve, its credit-rating, 
according to Gulf commercial bank- 
ers yesterday. 

A recent International Monetary 
Fund report is reported to have 
warned of an increa se in de bt-service 
obligations and a current account 
deficit. Gulf hankers said the report 
warned of “the debt burden becom- 
ing unmanageable" and v putting 
serious pressure on the economy and 
jeopardising gas-export projects”. 

As recently as October 13, the US- 
based rating .agency Thompson 
Bank- Watch bad given .Qatar, a low 
investment grade rating of “Triple B 


Minus", despite its prodigious 
reserves of gas and oSL Mr 
Hasaiepen of Thompson Bank-Watch 
was quoted as saying Qatar’s deDt- 
levels were “piling up and be«nmng 
greater as a percentage of GDF. It is 
costly to retrieve gas." 

However Moody's investors Ser- 
vice said an October 4 it was consid- 
ering upgrading the long-term 
deposit ratings of three Qatari 
h anks, including the stat e Q atar 
National Bank, which currently 
stand at Ba2. 

Commercial bankers have also 
been encouraged by progress this 
year by foreign oil companies. Atlan- 
tic Richfield of the US was due to 
start producing at a rate of 35,000 b/d 
at its Al-Rayyah field in September. 


Indian rate cuts aim to revive growth 


By Tony Tassoll in Bombay 

India's central bank has 
prescribed an unexpectedly 
extensive package of mea- 
sures led by interest rate 
cuts to revive economic 
growth. The Reserve Bank of 
India said the measures, 
announced over the weekend 
in its six-monthly statement 
on credit policy, should see 
Indian banks cut their prime 
lending rates immediately 
by one percentage point 
The measures, far beyond 
market expectations, should 
also free more money for 
lending; bring down the cost 
of funds for banks and 
sharply reduce the maxi- 
mum interest rate charged 
to companies. 


"The [central] bank has 
done as much as it possibly 
can to give the economy a 
nudge," said Mr Divesh 
Kumar, of brokers WXCarr. 
"It is now up to the govern- 
ment to take things further." 

Indeed, the RBI moved to 
allay deepening concerns 
over the slowdown in the 
economy- Mr C. Rangarajan, 
RBI governor, said that after 
two years of strong eco- 
nomic growth there had 
been some deceleration in 
the current fiscal year to 
March, particularly in indus- 
trial production. 

However, the growth rate 
In agricultural production 
was expected to be 3 to 4 per 
cent and this would have a 
favourable impact on indus- 


trial production. Overall, he 
expected economic growth in 
the current .fiscal year to 
March would be around the 
revised estimate of 6.2 per 
-cent for GDF. growth in 
1995-96. 

Mr Rangarajan added that 
the “slackness" in industrial 
growth was mainly due to 
declines In growth rates in 
the mining and electricity 
sectors. These sectors had 
recorded “very low” growth 
rates of 3.6 per cent and 2L2 
per cent respectively in the 
current fiscal year. 

He said manufacturing 
growth was currently about 
10.4 pier cent and recent good 
. monsoon rains' should 
improve output from hydro- 
electric power schemes In 


IMF and Pakistan to 
settle credit deal details 


By Peter Montagnon and 
Fartian Bokhan in Islamabad 

The International Monetary 
Fund is to send a mission to 
P akistan at the end of this 
week to flesh out details of a 
new stand-by credit agree- 
ment. This would replace the 
stalled $600m loan agreed 
last year and staunch the 
haemorrhage of foreign 
exchange reserves. 

The move was announced 
after talks in Washington 
between the IMF and a Paki- 
stani delegation led by Mr 
Mohammad Yaqub, the cen- 
tral bank governor. It is 
widely seen as an indication 
that negotiations are on 
track for final agreement on 
a tough package of measures 
designed to hold the budget 
deficit to 4 per cent of gross 
domestic product 


The government has still 
not revealed details of the 
measures, hut they are. 
expected to include cuts in 
spending, a further deprecia- 
tion of the rupee, curbs on 
credit growth, and new taxes 
on agriculture. 

Some of the measures are 
likely to prove, unpopular, 
especially the Imposition of 
tax on tire hitherto exempt 
farm sector, but they have 
aroused little protest from 
the opposition. 

A consensus appears to be 
growing on the need for an 
IMF deal after foreign 
exchange reserves fell to - 
$830m, or just five weeks of 
imports, at the start of this-, 
month. 

Bankers believe they have 
dropped further since to 
below $8O0iil 

Government officials say 


privately that the armed 
forces have "indicated a will- 
ingness to accept cuts in 
defence expenditure; cur- 
rently 26 per cent of the bud- 
get, as long as other sectors 
share the burden. 

There have also been some 
indications that the IMF-, 
may have softened some, of 
its earlier requirements, Mr 
V.A. Jafarey, economic 
adviser to Ms Benazir 
Bhutto, the prime minister, 
said at the weekend that, to 
ease the government’s reve- 
nue position, ft was no lon- 
ger requiring the immediate 
abolition of. the 10 per emit 
import surcharge. 

.'Failure to abolish this sur- 
charge in file June budget 
was one of the reasons why 
the IMF blocked drawings on 
Che stand-by loan originally 
agreed last December. 


Condo commandos 
turn out for Clinton 


Florida could go 
Democratic, 
thanks to Dade’s 
army, writes 

Patti Waldmeir 


T 


his is the kind of 
place where you park 
your yacht at the 
front door, the condominium 
metropolis of Aventura, Flo- 
rida, a city of “seniors" (as 
the elderly are known in 


for the re-election campaign 
of President Bill Clinton. 

Mr Dave Samson is a foot- 
soldier In the campaign to 
capture Florida's 25 electoral 
votes - the fourth highest of 
any state, and nearly a tenth 
of the total needed to win 
the election - for Mr Clin- 
ton. No Democrat has car- 
ried Florida since Mr .T immy 
Carter in 1P78. State Republi- 
can officials admit that no 
Republican could win the 
residency without it. 

Mr Samson, who turns 80 


big states - to bis chal- 
lenger, Mr Bob Dole, on 
November 5. He is part of 
Florida's “senior electorate”: 
the state’s largest single bloc 
of voters" <a third of the 
total), among its most enthu- 
siastic (voters over 65 vote at 
twice the rate of younger 
voters), and heavily Demo- 
cratic (60 per cent of 
’seniors" are Democrats). 

But Mr Samson is not just 
another Influential senior 
voter: he Is, by his own 
description, a ‘.‘condo com- 
mando”, oik of a group of 
elderly guerrillas who ran a 
Democratic insurgency- cam- 
paign from the condomini- 
ums of Northeast Dade 
county, near Miami. 

. Mr Samson loves Florida - 
Tve lived here for 25 years, 
and I've worn a sweater 


twice” - and he loves Bill 
and Hillary Clinton. He says 
his political action group. 
Concerned Citizens of Nor- 
theast Dade, is “U0 per cent 
for Clinton". He and other 
condominium leaders intend 
to deliver the elderly vote for 
the Democrats. . 

Concerned Citizens of 
Northeast Dade distributes 
“palm cards”, thin, yellow 
sheets printed with the 
names of recommended can- 
didates for the presidency 
down to the fire brigade. Flo- 
rida voters are allowed to 
take them into the voting 
booth: fading memories need 
not retain a long list- of 
names, so long as fading eye- 
sight can decipher the fig- 
ures on yellow paper. 

. Mr Ken Cohen is another 
member, of the Granddad's* 
Army of northeast Dade, arid 
another staunch Democrat. 
He explains, in the unmls- 
takeable -accent of Jewish 
New York, why he supports 
Mr Clinton: because of the 
economy, which is strong, 
and because Mr Dole Is too - 
ok! (though at a sprightly 73, 
he is younger, than many 
commandos). 

And, Mrs Cohen chips In, 
because of Medicare, state 
health insurance . for the - 
elderly. Repoblican plans to 
restrain the growth In, Medi- 
care spending resonate here, 
as everywhere to Florida. 

D emocrats, have. made 
Medicare the focus - 
of their campaign to 
win the sunshine state's 
senior vote. Republican offi- 
cials complain that Demo- 
cratic television advertise- 
ments have misrepresented 
their plan to slow Medicare 
spending by. only slightly , 
mare than theirrivals. They 
.point to - a - : .recent advert . 
showing a patient on a heart : 
monitor, whichis unplugged, 
while fiie voice-over dra w s a 
parallel with Republican 
plans .for health care.' 

"Suggesting to our seniors 
that thfi Republican party" 


wants to kfU them! That’s 
outrageous." says Mr Marco 
Rulblo.. co-ordinator of the 
Dade County Dole campaign- 
His counterpart.- Mr Joe 
Geller. the Dade County 
Democrat chairman, admits 
file use of scare tactics, but 
counters: “We're scaring 
people about somethtog they 
ought tobe scared aboufe* =■ • 
Mr Geller.. believes- that 
Florida’s seniors - . mostly 
.from the Jewish ! or Italian 
communities of the north- 
eastern' states^ and tradition? ’ 
ally liberal Democrats ~ will 
vote for Mr Clinton. But he. 
also. se£s his candidate ent- 
■ ting into the Republican 
voter base, especially among 
Cuban-Amerlcans. They are 
immensely influential in 
■state politics, and tradition- 
ally- Republican. : . . ' • 

M r Clinton’s signa- 
ture of the- Helms- 
Bcrton tm, impos- 
ing tough economic sanc- 
tions against Cuba, has' 
given him 41 per cent of the 
Cub ah- American -vote, 
according to one recent poIL-' 
Mr Geller says being touch, 
on. Cuba has allowed' the 
president. to "neutralise” an- 
IsSue which Icing -favoured 
the Republicans, giving Mm 
a chance to' tout his position 
oh issues such as tmmtgr a- 
tion, where Bhpubhcjans are 
expected to lose votes ' 
because' of a harsh autr-fm- . 
migrant stance. 

; Still, even with , all these 
advantages, the latest opto- . 
Ion poll shows the president 
only .three' points ahead Of 

Mr Dole, statistically a dead > 
heat. But Clinton officials 
say their candidate' Is deter—, 
mined to win Florida this 
time - and. to spemf what ft 
takas : to do so- They "say he ' 
regrets backing, away from 
the- state in 1992> Whan- he 
still lost it by only ioo.OQo '. 

: votes. - • . .*• - 

. This. time.- with the condo 

commandos, ft g h tto fr- by. &is 
side, he ndgbtjust ^get hfe - 
revolution." 



Raugarajaxu deceleration . 


the second half of the year. 
For the year as a whole. 
Industrial production was 


expected to grow by about 9" 
to 10 per cent, compared 
with an average of 12 per 
cent in -.1995-96. 

Mr Rangarajan said the 
new credit measures would 
tnqpand loadable resources of 
banks, but not fuel excessive 
monetary expansion and 
inflation.' Inflation is expec- 
ted to remain at 6-7 per cent 
• for the rest of the year. 

. Among, the main changes, 
the: .cash reserve ratio for 
Indian Hawks will be cut by 2 
- points to 10 per cent in two 
phases over three months. 
This' ratio is the proportion 
of bank reserves which must 
be held on deposit with the 
BBL Each 2-polnt cut is 
expected to free Rs42-75hn 
($lJ2bn) for lending. 


INTERNATIONAL NEWS DIGEST 


Chirac snubbed 
over Mideast 

Israel yesterday rejected an attempt by French President 
Jacques Chirac to establish a big role for France and 
Europe to Middle. East peacemaking efforts.. . 

- “Every [outside) force that will enter into the 
negotiations puts obstacles into the negotiations,” said Mr 
David Levy. Israel’s foreign minister. Mr Levy’s remarks - 
came in response, to Mr Chirac’s statemexrt, in Syria at the 
weekend, calling for greater involvement of Europe in 
general and France in particular to regional peace talks. 

France was not invited to participate to the - 
US-sponsored, summit in Washington this month between 
Israeli. Palestinian and Jordanian leaders, aimed at 
calming Israeli-Palestinian violence and restarting the, 
peace process. If also failed to establish itself as a - 
mediator in Israeli-Falestizdan talks which resumed . 
following the summit . \ 

Mr Chirac arrives in Israel today for the second leiff of 
his Middle East trip. Later fids week he is to speak in the 
Palestinian legislative council Avi Machtis. Jerusalem 

Shell awards Nigeria contract 

Shell, the AugloDutchofi group, has awarded a £S20m . ' . . 
O500mj contract to reduce the controv e rsial Oaring of 
natural gas to its oilfields to the Niger delta of Nigeria. 

The contract to build a raw ggs. processing plant at . ' 
Soku to Rivarestate has been min by a consortium of 
JGC of - Japan and Saipem of Halgt When completed the 
plant will send an average of 450m standard cubic feet of 
gas a day to Nigerians new liquefied natural gas facility. . 
which is under construction on Bonny Island. . • • - • 

Shell and its joint; venture partners say they are . 
committed to gndfr rg all “unnecessary gag ftaxing. . .'as 
soon as possible”, • • • 

The practice of flaring large amounts of gas in the delta 
has been criticised by International environmental - 
campaigners and local residents. - Robert Canine, London 


.0 



By-election boosts Howard 

. Australia's federal coalition 
government won a . 
couvinctag victory ina 

by-election to the western 
Sydney seat of Lindsay at 
the weekend, its first 
ballot-box test since its big 
wto to the general election 
on March. 2. 

The result comes shortly 
after the new g o vernment’s 
first budget, which 
outlined big cost-cutting 
moves: ft also followed a 
particularly traumatic 
week fair the coalition: two 
junior members of the 
government were forced to. 
resign over their share 
fotereste- and ; a number of senior ministers were criticised 
for having investments which could conflict with their 
portfolio responsibilities: 

Mr John Howard, prime minister (above), 
yesterday the result confirmed the nation's desire for a 
new agenda. ^ “One of the messages coming out of {it]‘ 
loudly. and clearly was: 'We.didn’l make a mistake we 
wanted change',”. he sairL Nikki Tcdt! Sydneg 

Fighting near Kabul 

The ousted Aighan military commander Gen Ahmad 
Massoud moved closer to Kabul yesterday, firing a voUev 
of rockets into its airport But his forces later suffered & 
reverse in a counter-attack Jay the Talihan miiw, 
-witnesses said. . . . 

They said the Islamic militia who control the capital hi 


ethnic Tajik forces back several kfidmetres. 

.. Bonding on a series of successes which brought them 
withto rock et range, GenMassoud's men had driven ro 
within lSkm of the city. But witnesses said they h»d 
driyen oot of Hussein Kot, 20km away, by the TalftvnT^ 
counter-attack. - J . : . - . . JteSTLbaf. 

Efli Mts Cuban economy 

Hurricane LiH. vdnehjbiBrwesterxir and cent r a) - 

^^ad^and^^y.-cat^ed m deajhs^dealt a hUvy . 

both staple food crops and expmt crops suS^^S ^ 
cane and citrus. - 

^DaKTageto agrlratoj^-wtoheaVy. WHblepiantatiarw 
bananas ware scythed down and other staple food ermJ* 
auch asrice. w ere alsoTWdfy hit The 

fimtaam dtrus-growtog regiohs. dumptos an 
ostuntoed 135,000 tonnes of grapefruit and oranges tn th, 
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assesses a poll that leaves leading party short of majority and opposition in tatters 
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Yesterday's jV^Ta&ajyese 
general ' ^iectipii ptits: : the 
cpu^i^atfy,* ;* j.Llberal 1 
Democratic: ^arty ^bacfc ^lh 

the dcfciij^^sAvaEterr three 

years c£ irfudtfled dqiflfticxii . 


Japan takes refuge in LDP 


.cszae so far ahead of the 
nearest contender, with at 
- least €0 per cent more votes 
than th& centre-right New 
Frontier party, . that Mr 
jfiyataro Hashimoto is nearly 
1 assured of re-election as 
/prime ■ minister - when 


Hashimoto will be able to 
pick partners at leisure from 
a number of walking 
wounded. These include 
independents, defectors from 
the NFP, which lost seats 
badly, and marginalised 
parties like the New 




The ^electfen^ ^the . first . 
siode thpei'XJEKp. loet its hear 
40 -^hr ' power' 
in 1903,; allowed it to make 
g j gnfB rshfr - gains, bat still 
left the’ jkrty a 7 traction, 
short ‘ majority. As a • 

prbbaBly wait tess prickly 


th&flnal results 


v M iy pw liarniwiii- JBOD torts - . 
,^jut^3^8 figutos are in brackets) 




After a' liydly experiment 
with an Ineffective arid 
feuding; nraltf-party system, 
Japan,; yesterday; moved 
toward? athree-party regime 
grouped around the political 
centre:, tto JJilV- Phis ihe 
elet^h.riinjMa^pr the 
tax-cutting New Frontier' 
party, , and a hew group,' the 
Democratic party, pledged' to 
curb. tEa'; power of the 
bureaucracy - and make 
government, more sensitive 
to the :xspirati6ns of the 
- 3 electoiate. A simple system 

^ of two partles eadi keeping 
the ptl^ . oh-its toes, as 
espoused J-by - the first 
post-tl^ political leaders, is 
stQJ a Jens way off. 

Despite . its. lack of a 
majority, however, the LDP 


J7\ n 


tlSLi 


! l5s 


r^tewi^raetjor 
- oeftw. 
i&s&pGots 

’.jW ' 


parliament meets to choose 
the next Japanese leader in 
the next week or so. 

The available choices for 
coalition partners point to a 
more coherent alliance than 
the last three-party team, a 
heterogeneous mix of 
conservative, centre-left and 
socialist. The opposition did 
so poorly yesterday that Mr 


New Harbtngar party 
2 seers (S) 


Democratic Party 
of Japan 
S2 seats (S2| 

riberayOemocfatic 

.‘••party 

23&*«aM211) 


Harbinger party, once a 
beacon of reform. 

The latter did so 
atrociously that its leader 
dissolved into tears and 
offered to resign. So no 
partner in any likely 
coalition line-up will be 
strong enough to bring down 
the government. 

That marks a big change 


from the previous disparate 
coalition, in which the LDP 
lived in fear of a walk-out by 
its second largest partner 
and traditional foe, the 
Social Democratic party. 

The SDP yesterday lost 
more than half its seats, in a 
widely expected humilation. 
As expected, many of its 
supporters were disgusted 
by the SDP’s cynical 
two-year cohabitation with 
the conservatives and 
yesterday voted for the 
communists, who ended up 
with more seats than the 
socialists for the first time in 
Japanese parliamentary 
history. 

The communists 
confirmed yesterday that 
they were not coalition 
candidates, preferring to 
maintain a policy of 
honourable isolation. 

A chastened Ms Takako 
Doi, the SDP's chairman, 
yesterday said her party 
would take no cabinet seats 
in the new government, but 
would offer some form of 
ill-defined co-operation from 
outside the cabinet. The 
party has one other card left: 
a majority Ln the upper 
house, the Japanese 
equivalent of the House of 
Lords, but it no longer has a 
strong hand. 

So far so good for Mr 
Hashimoto. The disquieting 
news for him is that 


yesterday’s turnout was so 
low. Mr Koichl Kato, LDP 
secretary general, 
disarmingly admitted last 
night that the LDP's success 
was largely owed to voters' 
feelings of confusion and 
insecurity after the recent 
period of chaotic coalitions. 
Mr Hashimoto himself 
admitted that the low 
turnout was a “serious” sign 
of lack of interest. 

“Indisputably, the LDP is 
in a stronger position to call 
the shots, but on the other 
hand it does not have a very 
convincing mandate,** said 
Mr John Neuffer, political 
analyst at Mitsui Marine 
Research Institute. 

The most obvious lesson 
for the next stage of Japan’s 
Byzantine political 
realignment, as the SDP’s 
Ms Doi pointed out last 
ziigbt, was that opposition 
parties cannot win unless 
they differentiate themselves 
from the LDP, not just in 
style, but in policy, more 
clearly than before. “Our 
policies just were not clear. 
We must start again from 
scratch, ** she said. 

Mr Yukio Hatoyama, 
leader of the new 
Democratic party, formed 
only last month, added: “We 
have to pursue our own 
path." For that reason, be 
said it would be wisest for 
the democrats to stay out of 


Kin Narita, one of Japan’s celebrity 104-year-old twins, 
casts her vote in Nagoya yesterday. Kin and and her sister 
Gin have lived through all bnt one of the country's 41 
parliamentary elections. Asked how she voted in this poll, 
which has been marked by apathy and a record low turn- 
out, she replied: u I forget." ou* 


the incoming coalition. 

The other lesson is that a 
political opposition as 
fragmented as Japan's has 
little hope of giving the LDP 


a run for its money. The 
most interesting coalitions 
over the next year or so will 
be not In government, but on 
the other side. 


snubbed 

ideast 


Result fails to cheer party leaders or electorate 


The enke barrels were ready and 
the supporters waited expectantly 
for the final count, but there were 
few cheers or even smiles at any 
of the leading party headquarters 
as the election results trickled in 
last night. 

* At the Liberal Democratic par- 
” ty’s HQ there were a few big 
handshakes and slaps on the 
.back. However, the red paper 
~ _ flowers of victory above more 
-_^than 200 rflTnWriwtofi ' names pro- 
- ~. *©ded the most telling sign that 
. .- -nine conservative LDP had once 
- again emerged as the single larg- 
est party. 

— “We won. We did hot win a 
majority, but we won," was the. 
_ meek claim to victory managed by 
Mr Koichi Kato. the secretary gen- 


eral The LDP had been hoping to 
win on the strength of its estab- 
lished organisations in the prov- 
inces, and a new singleseat sys- 
tem which was expected to favour 
large parties. - 

But even LDP leaders were 
forced to admit that they were 
helped mostly by the disillusion 
with the fractured opposition and 
a desire for political stability. 

The search for stability even 
helped disgraced politicians. Mr 
Kishiro Nakamura, who is in the 
middle of a trial for allegedly 
receiving bribes, and Mr Takao 
Fujinami. who was indicted but . 
later cleared of receiving bribes, 
both returned to their careers as 
LDPMPs. 

Disappointment was palpable at 


the New Frontier party’s head- 
quarters. Its leader. Mr fchiro 
Ozawa, did not appear in front of 
supporters until well past mid- 
night, when it had become clear 
that tiie NFP had performed much 
worse than expected. 

The first national elections 
since the introduction of an elec- 
toral system that was supposed to 
relorm Japanese politics and help 
those with strong policy platforms 
not only failed to do so. It also left 
the electorate disillusioned and 
few party leaders satisfied. Voter 
turnout was the lowest ever, 
reflecting the apathy that may 
have helped the LDP by robbing 
the opposition of a strong protest 
vote. 

Gaudy sound trucks, catchy slo- 


gans and “let’s vote" campaigns 
left more than 40 per cent of 98m 
eligible Japanese voters unwilling 
to go to the polls yesterday. Turn- 
out was a dismal 59.8 per cent, 
well below the record low of 67.2 
per cent in 1993. 

Street interviews revealed a 
mixture of apathy and confusion 
over the new combined system of 
proportional representation and 
single-seat constituencies. 

At one polling station ln a 
school hall in cemral Tokyo, sev- 
eral would-be voters turned away 
at the sight of the straggling 
queue of 25 or so people. “It’s bad 
enough if I don’t really under- 
stand the system and don’t really 
know who I want to vote for, but 
I'm not going to waste my time as 


well,” grumbled one elderly 
woman. 

Apathy also defeated an eclectic 
mix of celebrity candidates, most 
of them political debutants fielded 
by parties hoping to swing uncom- 
mitted voters. 

Among them was Ms Naoko 
Sato, a former professional tennis 
player, and Mrs Sachiyo Nomura, 
a television chat show star and 
wife of the manager of one of 
Japan's best known baseball 
teams, the Yakult Swallows. 

The lack of interest may have 
been the deciding factor behind 
the unexpectedly poor perfor- 
mance of the new Democratic 
party, which had aimed to collect 
the protest liberal vote. 

The Social Democratic party 


and the New Harbinger party, 
were licking their wounds after 
being battered in a contest that 
punished both parties for giving 
up their leftist credentials and 
allying with the conservative LDP 
in the previous government. 

Only the Communists could 
congratulate themselves whole- 
heartedly. “Politics in Japan have 
always ignored the people's inter- 
ests but our party has taken a 
logical, clear-cut position based on 
the people's interests and has con- 
sistently worked for this aim," 
said the Communist chairman. Mr 
Tetsuzo Fuwa. 

Michiyo Nakamoto 
and Gwen Robinson 


China to 
fund dam 
with bond 
issue 

By James Harding m Beijing 

China plans to issue Ynlbn 
($l20m) worth of bonds next 
month to finance construc- 
tion of the Three Gorges 
dam, the first bond issue for 
the world’s largest hydro- 
power project. 

The announcement yester- 
day of plans to issue three- 
and five-year bonds in 
November was accompanied 
by an appeal to interna- 
tional investors to support 
the S30bn project. 

Mr Yuan Guolin, of the 
Yangtze Three Gorges 
Development Corporation, 
was quoted by the Xinhua 
news agency saying the 
November bond issue would 
be followed by more bonds 
and possibly a share issue in 
1997. 

He was also hoping Hong 
Kong would provide finan- 
cial backing: “We will fur- 
ther tap the role of Hong 
Kong as an international 
financial centre in our fund- 
raising activities and hope 
Hong Kong investors will 
make investment in the 
project.” 

Earlier this year. Chinese 
authorities said they had 
shelved plans to issue bonds 
in international markets to 
fund the dam following a 
strong build-up in China's 
foreign reserves. 

The Three Gorges Com- 
mission had originally 
planned to issue SlOOm 
bonds in 1995 and a farther 
$200m this year. However, 
the commission later 
suggested the construction 
could be Ainded from Chi- 
na’s own resources thanks 
to foreign reserves of more 
than $70bn at the end of last 
year. 

An international bond 
issue would be the first test 
of market sentiment for a 
project that has been 
fiercely criticised by foreign 
and Chinese environmental- 
ists. 

The dam will submerge 
632sq km in central China, 
forcing the relocation of up 
to lm people. It is due to be 
completed in 2009. 


HOGG ROB’ 2 

PORTMAN 4 


Hiring a big name to run things doesn't 
always pay off. Perhaps in their ambition 
to make it to the top significant gaps 
at the back can be exposed. Take the 
delivery of the right travel management 
service. Has your current agency ever 
given away the occasional own goal? 

portman are No. 4. Bur we're 
different. Solid and dependable, yet 
creative and quick to respond. This is 
a team whose stature is growing with 
every new challenge. We’re gaining 
more support by scoring consistently 
where others don't. 

As the UKs largest independent travel 
management company it means that 


we’re a good match for the multiples. 
Portman 's nationwide network, 
sophisticated management systems 
and global strength through over 4000 
locations worldwide make us a Major 
League player. 

Delivering an individual travel 
management service is our goal. It's 
all down to skill, teamwork, tactics - 
and personality. 


Get results. Speak To Portman. 
Brian Lawler 0J41 221 2418 
Lesley Collins 0171 753 8126 


Pi-obcbiy she faes? beer in the world. 
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Parties braced for struggle as government drops its business proposals ITsiX data |uk news digest 


Political row over shelved bills 


By James BHtz 
and David Wighton 


Two bills Intended to 
simplify laws governing Brit- 
ish business are to be 
dropped from this week’s 
Queen's Speech, which will 
set out the government's leg- 
islative programme for the 
coming mo nths . 

The final session of this 
parliament will concentrate 
on tougher sentencing of 
criminals, increasing choice 
in education and cracking 
down on benefit fraud. 

As ministers put the fin- 
ishing touches to the legisla- 
tive programme, it has 


emerged that two bills - 
which set out proposed new 
laws - on UK competition 
law and on the reform of 
building societies - mutually 
owned home loans and 
savings institutions - have 
been excluded from the 
Queen's address to parlia- 
ment on Wednesday. 

The bills could te chnically 
be tabled later under the 
provision for "other mea- 
sures". but it seems certain 
they will be shelved until 
after the general election. 

The main opposition 
Labour party claims that the 
Queen's Speech has been 
designed to force the party 


leadership to choose 
between alienating its own 
left-wing backbenchers by 
supporting the measures or 
rejecting voters it seeks to 
attract from the ruling Con- 
servative party by not doing 
so. The Conservatives deny 
this, arguing that the mea- 
sures they propose are at the 
heart of their philosophy. 

Both parties are bracing 
themselves for a struggle 
over the legislative pro- 
gramme after signs that 
Labour’s poll lead over the 
Tories could be dwindling. A 
poll, for the Sunday Times 
newspaper yesterday 
claimed the gap between the 


parties had closed from 23 
points to 14 points, with 
Labour on 47 per cent and 
the Tories an 33 per cent. 

The building societies bill, 
which exists in draft form, is 
aimed at replacing what the 
Treasury calls "the outdated 
legal framework" limiting 
mutual societies, which 
remain owned and governed 
by their members. 

"We had hoped that the 
government would find time 
to include the building soci- 
eties bill in the next ses- 
sion,” said Mr Paul Atkin- 
son, head of external affairs 
at Nationwide Building Soci- 
ety. lv We still think it would 


be helpful in providing soci- 
eties with greater freedom 
and flexibility in the future.” 

The bill on competition 
law would have included 
changes to the Restrictive 
Trade Practices Act, remov- 
ing the requirement for a 
wide range of supply and 
joint-venture agreements to 
be registered with the Office 
of Pair Trading. 

A partner at a leading City 
law firm said it was “very 
disappointing" that the gov- 
ernment appeared to have 
shelved the bill after an 
exhaustive consultation pro- 
cess with the legal profes- 
sion and business leaders. 


access to 
go outside 
Britain 


Challenge to 
YAT decision 


By Jim Kelly 


Major fails to cash in on big gamble 


Virg inia Bottomley, the UK 
heritage secretary, has gen- 
erously started calling it 
“John Major's National Lot- 
tery". And od the face of it, 
the creation of the world's 
largest state-run lottery 
should be one of the crown- 
ing triumphs of Mr Major's 
premiership. 

Since the lottery was 
launched in November 1994, 
more than 90 per cent of 
Britain's adult population 
has taken part. Lives have 
been transformed by unima- 
gined wealth; more than 
£2bn ($3.12bn) has gone to 
good causes, from cycle 
tracks to historic churches; 
shops have made a tidy 
profit selling scratchcards 
and tickets. 

Yet Mr Major’s lottery has 
not been an unblemished 
political success. The bene- 
fits of the competition were 
quickly swamped by a del- 
uge of unfavourable head- 
lines highlighting some of its 
less savoury side-effects. 

There were the overnight 
multi-millionaires whose 
wish to enjoy their new- 
found riches in anonymity 
were not respected. Camelot, 
the private sector consor- 
tium picked to run the lot- 
tery, faced a barrage of com- 
plaints that Its profits or 
£77.5m in its first year were 
excessive. Mr Major even 
found it politically expedient 
to criticise some of the chari- 
ties receiving lottery grants. 


The result of the bad public- 
ity is that the r uling Conser- 
vative government Is 
unlikely to reap many votes 
as a result of having setting 
up a highly popular national 
institution. 

All the main political par- 
ties agree the lottery is here 
to stay; the political debate 
has moved on to how to 
make it better. The outcome 
of the next election will 
influence who runs the com- 
petition into the next millen- 
nium and how the billions of 
pounds raised will be spent 

Camelot. the consortium 
made up of Cadbury Schwep- 
pes, De La Rue, ICL, JFtacal 
and 0S lottery owner GTech. 
will be hoping for a Conser- 
vative victory. Mrs Bottom- 
ley is an admirer of the way 
Camelot smoothly estab- 
lished the lottery in 1994 and 
the Tories would be predis- 
posed to extending its 
licence when it comes up for 
renewal in 2001. albeit with a 
regulatory squeeze on any 
signs of excess profits. 

Mrs Bottomley is sca thing 
of the main opposition 
Labour party’s suggestion 
that a "not for profit” organ- 
isation should take over the 
r unning of the contest in 
2001 - an idea championed 
by Mr Richard Branson's 
Virgin group. 

All parties are reviewing 
the causes that should bene- 
fit from the nation's previ- 
ously untapped enthusiasm 


for low-grade gambling. Mrs 
Bottomley has already 
announced a shift in cash 
firom buildings to people, 
through grants to athletes 
and young actors, breaching 
the original rule that lottery 
money should be used for 
capital, not revenue, pro- 
jects. 

Mr Tony Blair, the Labour 
leader, wants to put lottery 
money into home insulation, 
information technology in 
schools, and giving pupils 
music tuition. Mr Michael 
Heseltine, deputy prime min- 
ister, flavours using it to put 
computers into schools. 

In doing so. both parties 
are blurring the edges of 
another original rule for the 
allocation of lottery cash: 
that it should not substitute 
for normal government 
spending. As public spend- 
ing rounds tighten, the 
temptation for the Treasury 
to loot the lottery se ems cer- 
tain to increase. 

As for the lottery itself the 
figures are impressive, 
although weekly sales have 
now reached a plateau of 
between £88m and £90m out- 
side weeks when jackpots 
are rolled over from previous 
weeks. Sales this financial 
year are likely to be £4.6bn, 
compared with £5.2bn last 
year. 



Conservative " 

■ Operator: Cametofs licence reviewed in 200ft. NGnistors •' y 

believe It has mo lottery wetL , ■ ’ ■ ;/■ • ' 

■ New compedtkms/fackpot: Heritage minister Virginia V 
Bottomley undecided on merits of Camekitts proposed new . 

... midweek draw. No ptens to Omit Jackpot. 

■L Distribution of funds: Mote emphasis on giants., to people; . 

. ‘ tasfesrf of btiAfings. Better regional spread. . 

■ Mfflenntum money:' After 2000, grants from mHJertnftfln <*;*< 

stream switched to information technology initiatives, 
including computers in schools. , 


Labour ' 

■ Operator: Camekd-wa continue until 2001. Then lottery 
. .. could toe run by *nqt for profit* organisation - Richard 
Branson’s Virgin group to keen. 


Regulator: Considering splitting functions of choosing an : 
operator and regulating Its activities. 


New competitions/Jackpot: Satisfied with current 
arrangement. 


Dletributioip of fumhc Rev iew ing composition of the 
distributing bodies. Worried about rules onmatchbig funds 
tor lottery grants - some projects may be left uncompleted. 

MSennKan money: Labour leader Tony Blair, plans to use 
cash for IT in schools, insulating homes, hsehriniing public 
space for pedestrians, supporting national talent. / 


Liberal Democrats ... « 

■. Operator; Lottery should be run on. a “nek for profit? basis. 


New. com peti tkMVjackpot Introduce upper limit on jackpots. 
AboRsh scratchcards. 


George Parker 
Raymond Snoddy 


Distribution of -funds: Worried about delays in distributing 
funds. Consider including housing, health and education 
projects. Review composition of boards. ■ 


■ Millennium money: Continue to use milienhium cash for 
one-off grands projects. 


Computer experts in the US 
and Australia are to have 
access to data from the 
records of UK taxpayers 
under plans to provide a 24- 
hour technical back-up ser- 
vice for the new self-assess- 
ment tax system. 

The Inland Revenue, 
which collects taxes, has in 
the past promised that the 
involvement of the private 

sector In the processing of 

millions of tax forms under 
self-assessment would not 
result in personal da ta b eing 
bandied outside the DK 

The Public Services Tax 
and Commerce Union, with 
50,000 members in the 
Inland Revenue, voiced con- 
cerns over the security of 
UK tax data when the Reve- 
nue went into an IT partner- 
ship with the US-based Elec- 
tronic Data Systems. 

Mr Michael Jack, the 
financial secretary to the 
UK Treasury, said in a par- 
liamentary written answer 
at the end of last week that 
some specialist staff based 
overseas needed to have 
access to provide 24 -hour 
cover. 

The Treasury added that 
the data would be in “sub- 
sets” and it would be 
“highly unlikely’’ that the 
frill personal tax details of a 
taxpayer could be down- 
loaded abroad. Tbe data 
were needed to help special- 
ists tackle critical faults as 
they appeared. 

Oracle, the software com- 
pany with «rmnal global 
revenues of S4-2bn, which is 
supplying the software 
package for the database 
holding taxpayer records, is 
to supply the 24-hour ser- 
vice using its international 
network in the OK. Austra- 
lia and the US- 

The self-assessment tax 
system comes fully on 
stream in April, when &5m 
taxpayers - including the 
self-employed, business part- 
ners, directors, and people 
who pay tax at the higher 
rate, and those with more 
complex tax affairs - will 
get a new-style tax form. 


DIVIDEND & INTEREST PAYMENTS 



■ TODAY 

Abbey Natl Trees 7% Nts *97 
$70.0 

Do 11.5% Gtd Nts 1997 
L575000.Q 

Asda Fin 10* % Cv Bd 2005 

£268.75 

Cassell 1.5p 


Blagden Inds Ip 
Brit-Bomeo Petroleum 


Syndicate 3p 
Chase Manha 


Hambro Countrywide 0.5p 
Hanson 10%% Bd 1997 
£103.75 

Heritage Bathrooms 3-2p 
Kobe 914% Bd 2004 £95.0 
Lloyds TSB 10%% Sb Ln 
2008 5.31 25p 

Lonrtio Fin FRN 1997 $180.43 
Morgan Stanley Eq (Cl) Pf Eq 
Rltg to Salnsbury 5.586p 
National Express 3.4p 
NT&T1QVi% Nts 1999 
C$102.50 

Oesterreichische K 71*% Yen/ 

$ Nts 1996 Y71250.0 

Persimmon 3p 

Royal Ins 7Vi% Cv Bd 2007 

£129.90 

RTZ 10.6p 

Sedgwick 0.75p 

Texas Instruments $0.17 

Tokyo Tate 6.1% Bd 1998 

Y61 0000.0 

Do 6.15% Bd 1999 Y61 5000.0 
Treasury 494% IL £2.4343 
Wells Fargo Sb FRN Jul 1997 
$155.03 

Welsh Water Utilities Fin 7%% 
Bd 2014 £76.25 
Yokohama Fin Cayman FRN 
‘05 Y547814.0 


Fed up with fishing 
for business information? 




Chase Manhattan Sb FRN 

2003 $279.58 

Courtaulds Textiles 5-2p 

Dixons Fin Gtd FRN 1997 

$3224.74 

Finelist 4.5p 

MTL Instalments 2.1 p 


m i l instruments 2.1 p 
Municipality Fin 9%% Nts 
1996 EcuSI.25 


Northern Rock Bldg Scty FRN 
1 996 £1 49.25 
Norway 7%% Nts 1998 
C$72.50 

Platinum Jnt Bn A FRN (in 

2003 Y690616.0 

Societe Gen Equity (C.I.) High 

Yld Pf Eq 18.491 p 

Steel Audi India Gib! Dep Rets 

IRS9.90 

Ulster Television 225p 
Yokohama Fin Cayman Gtd 
Sb Fxd/FRN 2003 Y547814.0 


■ WEDNESDAY 
OCTOBER 23 


BBL Int Gtd FRN 1999 
$142.97 

Common. Bank of Aust Und 
Cap Nts $285.94 
De Beers Mines/Cntnry Lkd 
Units $0,115 
Jos Hldgs 3.61 p 
Northchart Invs ZS0.34 


Orbls0.675p 
United Carrie 


FT Discovery. The instant way to hook the 
information you need. 


■ TOMORROW 

Am Home Prods 9.61 % Bd 
2007 £240.25 

American Port Services 0.8p 
Birmingham Mid Bldg Scty 
FRN 1998 £148.12 
Black (A & C) 4.25p 


United Carriers 1 ,6p 
Universal Ceramic Materials 

1.6p 

YTB Fin (Aruba) Gtd Sb FRN 
2003 $1590.83 


■ THURSDAY 
OCTOBER 24 
Adscene 5p 
Brasway 0_55p 


Do you waste time searching for the right 
information? There is a solution - FT 
Discovery. For company information, 
business news, real time news and much 
more, ft couldn’t be easier. Simple to use. 


Online. At your desk. At a fixed price. 

So if you want to stop fishing, call the 
FT Discovery information line on +44(0) 
171 825 8000, email: ftdiscovery@ft.com 
or fill in the coupon. 


UK COMPANIES 


W TODAY 

COMPANY MEETINGS: 
Bailey (C.H.), Alexandra 
Docks, Newport, Gwent, 9.15 
Castle Mill Inti, Watchmaker 
Court, 33, St John's Lane, 
E.C., 10.00 


20, Alderman bury, EC., 12.00 
Pan Andean Resources, 
Stonecutter Court, 1 , 
Stonecutter Street, EC.. 10.30 


Courtyard Leisure, Wynkyn 
de Words, Bride Lane, E.G., 

3.30 

Northern Petroleum, 40, 
Occum Road, Guildford, 11.30 
Wyko Group, Birmingham 
Botanical Gardens, 
Westboume Road, E do bast on, 
12.00 


FINANCIAL TIMES 
Information 


Yes, I would like to stop fishing for business information. Please have a 
representative call me to discuss my requirements. 


COMPANY 


POSITION 


ADDBBSS 


POSTCODE 


OFFICE PHONE NUMBER 


MATURE OF COMP ANTS BUSINESS 


Phone FT Discovery information line on +4 4 (0) 171 835 8000 or email: 
fidiscoTery@ft.com or post to FT Discovery, Financial Times 
Information, Fitzroy House, 13-17 Epworth Street, London, EC2A 4DL. 



FT Discovery 


BOARD MEETINGS: 

Finals: 

Kleinwort Second 
Endowment Tst 

Interims: 

Kleinwort Endowment Policy 
Tst 

Olives Property 
Taiwan fnv Tst 


BOARD MEETINGS: 
Finals: 

Paterson Zochonis 

Scottish Metropolitan 

Property 

Wofeefey 

Interims: 

Airflow Streamlines 
Boxmore Inti 
Dumyat Inv Tst 
Edinburgh Inv Tst 
Guinness Flight Venture 

Seton Healthcare 


TTiree leading Belgian tax lawyers have said that the UK 
government’s de cision to put a three-year time limit on 
claim* for wrongly paid value added tax is contrary to 
European Union law. In a report commissioned by the 
accountants Deloitte & Touche, the lawyers conclude that 
the reforms are unfair as Customs St E xc i s e, which col- 
lects fl»e tax in the UK. is able to claim tax back from tax- 
payers for six years. 




W WEDNESDAY 
OCTOBER 23 


■ TOMORROW 

COMPANY MEETINGS: 
Compel Group, Exchange 
House, P ri mrose Street, 
Broadgate, E.C., 11.30 
Eve Group, Minster House, 


Plough Lane, S.W., 10-00 
Fleming Oversees Inv Ts 


Fleming Oversew Inv Tst, 
Chartered insurance Institute, 


COMPANY MEETINGS: 
Almusac Group, Founders' 
Hall. No 1, Cloth Fair, E.C., 

10.30 

Anglesey Mining, 33, Great 
Charles Street, Birmingham, 

11.30 

Anglo United* 200, Aldersgate 
Street, E.C., 10.00 
Gala, 34, South Gyle 
Crescent, Edinburgh, 2.00 
*tos Holdings, 10, Fenchurch 
Street, E.C., 12.30 
Rubicon, Ironmongers’ Hall. 
Shaftesbury Race. Aldersgate 


| will be gefaori on by a campaign led by tbe conieaeranon 
of British Industry, the employers' organisation, to have 
the VAT reforms modified. “The report concludes that 
j this inequity breaches the fundamental legal principles of 
fairness and neutrality in taxation,” said Mr Tony 
McClenaghan, a tax partner at Deloitte & Touche. 

Customs announced in July that, with immediate effect, 
taxpayers could no longer claim hack wrongly paid VAT 
to 1973 - when the tax was introduced. It acted on Trea- 
sury fears that a series of high-profile VAT cases posed a 
potential threat to tbe public finances. Up to £450m 
(5702m) has already been repaid to taxpayers. Jim Kelly 
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FASHION 


Sportswear on upward trend 


utw:; 


The UK sports market grew by about £150m to £2.9bn 
between 1994 and 1995, according to consultants Corpo- 
rate Intelligence on Retailing. This figure is expected to 
grow as consumers follow the fashion for sportswear. 

Footwear manufacturers such as Nike.Reebok. and Adi- 
das have stepped up their advertising aimed at encourag- 
ing younger consumers to treat their products as fashion 
items. In the year to June, the three companies spent 
£ll_7m compared with £7.4m in 1991. Peggy Bollinger 


'.W if* 
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TORY LEADERSHIP 



MPs reject selection rule change 




The executive of the 1922 Committee, which represents 
Conservative MPs, has ruled out a change to the rules for 
the selection of the party Leader after the next general 
election. Recently, the Conservatives' National Union 
Executive Committee, which represents party activists, 
finalised a plan to give 20 per cent of the vote for the 
party leader to the grassroots and 80 per cent to the par- 
ty’s MPs, which at present have 100 per cent. James Blits 


- Ail i sa Hk-i 
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ENVIRONMENT 


Warning over consultation ^ lUV 


Top business executives who advise the government and . 
industry on the environment will today tell companies 
that they need to do a better job ln consulting the public 
and pgpiairung environmentally controversial decisions. 
Draft guidelines by the Advisory Committee on Business 
and the Environment for more effective handling of pub- 
lic opinion and the media come just over a year after 
Shell was forced by public protest to abandon plans to 
dump the Brent Spar oil platform at sea. 

The committee. Chaired by Mr David Davies, the ' 
chairman and chief executive of Johnson Matthey, the 
metals group, says that although many companies have 
sought to be more open, “there is more which business 
could and should be doing”, Leyla Boulton 




Britannic Assurance 5p 
Caird 3p 

Candover Invs 4.75p 
Irish Permanent IR4p 
Lambert Howarth 2.25p 
Midland Independent News 
1.3p 

Nat West Bank Und Var Rate 
Nts $1657.92 

Platinum Int Fin A Sec FRN 

2003 Y1 403835.0 

Do Tanche B Y768854.0 

RJB Mining 8p 

RPS 1.85p 

Schroders 6p 

Do N/Vtg 6p 

TT2.Bp 

Westpac Banking FRN 1997 
$14.37 

Yokohama Fin Cayman Gtd 
Sb Fxd/FRN 2003 $3575.0 


■ FRIDAY 
OCTOBER 25 


Abbott Mead Vickers 3.25p 


AJumasc 5.55p 
Applied Distribution 1.5p 


Barr & Wallace Arnold 3.25p 
Bath Press 0-29p 
Beacon Inv Tst 1.6p 


Birkby 5.8p 
Breed on 1.75p 
Britannia Bldg Scty Sb FRN 
2005 £16207.89 
British Mohair 1.4p 
CPC Int $0.41 
Cala2J2p 
Christies Int 1 .2p 
Church & Co 3.25p 
Conrad Ritbiat 4.675p 
Conversion 9Vz% 2004 £4.75 
Corporate Services 2p 
Darby Ip 

Davis Service 3.39p 
Devro 2_8p 
Flying Flowers 1.7p 
Games Workshop 4.8p 


Gaskell 1.6p 

Gen be! South Africa R0.2Q 
Goodman Fielder AS0.03 
Grafton IR6.5p • 

Irish Conti IRI.Sp 

Japan Dev Bank 754>% Gtd Bd 

1999 $75.0 

Kingspan !R1.7p 

Leumi Int Invs Gtd. FRN 1998 

$147.73 

Matthews (Bernard) 1.7p 
Mettek 1_25p 

Metal rax ip 
Molex $0,015 
Do Class A $0,015 
Nestor-BNA 1.27p ^ 

Newman Tonks 3.625p 
Nurdin & Peacock 3p ' 
Pegasus 2p 
Radius 0.55p 

Richardsons Westgarth 1.4p 
Seville (Gordon J)1.9p 
Second Alliance 34p 
Do 4'V&% Cm Pf £1.575 
Spintab FRN 1998 $14.53 
Stewart & Wight 150p 
Trinity Int 3.6p 
Waterford Foods A IR1.36p 
Wilson (Connolly) 1 .36p 
Wood (Arthur) 2p 
World of Leather Q.85p 
Wyko 1_25p 





■ SATURDAY 
OCTOBER 26 




Australia 11%% Ln 2015 
£284.375 


■ SUNDAY 
OCTOBER 27 


Exchequer 15% 1997 £7.50 
Treasury 4%% IL 1998 . ; 

£2.5734 ->i 







Street, Barbican, E.C., 12.30 
Usher (Frank) Holdings, 
7-12, Noef Street, W.,11.30 


BOARD MEETINGS: 

Finals: 

Scottish Oriental Smaller 
Interims: 

Davenport Knitwear 


■ THURSDAY 
OCTOBER 24 
COMPANY MEETINGS: 

Allied Leisure, 11, Gough 
Square, E.C., 9-30 
Amstrad, Tower Thistle Hotel. 


St Katherine's Way, £, 3.00 
Close Brothers, 12 , Appold 
Street, E.C., 10.30 
Fieklens, Cedards Hotel, 
Needham Road, StowmarkeL 
Suffolk, 11.00 

Govett Emerging Mrkts Inv 
Tst, Shackleton House, 4, 
Battle Bridge Lane, S.E., 
12.00 


Jnn Crowne Plaza, Vfctoria 
Street, Bristol, 11.30 
Black (Peter) Hokfings, The’. 
Brewery, ChlsweH Street, EC., 
11.00 - .. 
Cornwall Parker, Waldorf . 
Hotel, Aldwych, W.C., 11.00 . 
Great Universal Stores, 
Chartered Insurance Institute. 
20, AWemanbtffy, E.C., . 12.00 
Unx Printing -Technologies, 
Slepe Hall Hotel, Ramsey 
Rom. St Ives, ■ «- • - . 

Cambridgeshire, 10.30 ‘ ' 
Winchester Multimedia, 3. 
Cornwall Circus, Birmin^iain, 
12.00 . 


How 






BOARD MEETINGS: 
Finals 

TR Far Ea^ liK^tne Tst 

Interims: • '*- 

Afida : 

Silk Industries .. . 




BOARD MEETINGS: 

Interims: 

British & American- biv Tst • 
Scottish Mortgage & Trust 


Company meetings anti 
.general mootings unless 
othofw/sB.statecL 




■ FRIDAY 
OCTOBER 25 
COMPANY MEETINGS: 
Albemarle & Bond, Holiday 


FTease note: Reports and. 
accounts are not narfoafly 
available'until approxirnafe 
sbt weeks after tne. board 
meeting to approve the 
preliminary results... • 
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Retailers expect sales boost and stable prices 


vi;.. 


By Robert Chert© “ % "J? ■ - 
and fflctiartl 'Adams. :-‘ 

Moat' of Britain’s. /retailers are 
expecting 'inoraased iales and sta- 
frte -pripea jn the ronrup; to Chrlst- 
mas. according to a survey by 
Dim £ &raa?treet.>tbe business 
information group. - 

- 7fee'smv^ : cpmas .ma.week of 

o fftiw'ai statistics and business sur- 
veyse^>ected.to uhderHnethe UK 
ecOTOttC^s growing stren gth . 

, This could pot further upward 
pressure ozt sterling if dealers con- 


clude that Mr Kenneth Clarke, the 
'chancellor, may not be able to 
wait until the general election 
before pushing up Interest rates. 

About 60 per cent of the retail- 
ers polled by Dun & Bradstreet 
said they expected an increase in 
orders over the next few mnpt h« - 
.'a slightly more optimistic 
response than three Tnr»n *h« ago. 

The official retail sales data on 
Wednesday, however, are expec- 
ted to be among the few weak 
indicators of economic activity. 
After August’s unexpected 1 per 


cent increase in retail sales, ana- 
lysts on average expect a 0.1 per 
cent decline for last month. “The 
trend in retail sales is strong, but 
the monthly figures could prove 
volatile," says Mr Kevin Gardiner, 
economist at Morgan Stanley. 

Despite hopes of increased sales, 
few retailers said they expected to 
be able to Increase their prices. 
Mr Philip Mellor. senior analyst at 
Dun & Bradstreet, said: “‘Expecta- 
tions for increased selling prices 
have risen only modestly." 

The focus of attention for econo- 


mists this week will be Friday's 
gross domestic product figures for 
the thir d quarter of the year, and 
tomorrow’s quarterly survey of 
manufacturers by the Confedera- 
tion of British Industry. GDP is 
forecast to have risen by 0.8 per 
cent in the third quarter, taking 
the rate of expansion in the econ- 
omy above Its long-term trend 
rate. A strong growth figure 
might persuade Mr Eddie George, 
the governor of the Bank of 
England, to strengthen bis argu- 
ment for higher interest rates 


when he next meets Mr Clarke on 
October 30. Sterling has risen 
recently, in part because of expec- 
tations that stronger economic 
growth may make an increase in 
interest rates more likely. Mr 
Clarke might argue that a strong 
pound will in itself take some of 
the steam out of the economy. But 
Mr George may argue that ster- 
ling’s strength might be reversed 
if Mr Clarke fails to deliver the 
rate increase the markets are 
looking for. 

Mr George yesterday urged the 


chancellor to keep firm control of 
the UK’s budget deficit, in case 
Britain wanted to join a single 
European currency in 1999. 

Speaking on BBC radio. Mr 
George said he regarded it as 
“absolutely fundamental" that 
Britain should be ready to join a 
single currency. 

“This isn’t a political matter. 
It’s not influencing the decision - 
which is a political matter, as to 
whether or not we join. It is just 
making sure that we are pre- 
pared.” Mr George said. 


Turkish baths come to a painful end 


1 apKu-d 


trtnd 




ri!!c Cjfl; 


Northeast Correspondent 

Declining employment in 
heavy industry on Teesside, 
in the north-east at England, 
has claimed an unlikely vic- 
tim: a Turkish baths com- 
plex where workers used to 
relax and sweat oat the 
grime and aches of .their 
daily labours. 

Yesterday the Turkish 
suite at Eston Leisure Cen- 
tre, dose to British Steel’s 
Redcar blast furnace and 
Id’s Wilton petrochemical 
complex, opened, its doors 
for the last time. 

At its peak 25 years ago. 
when it . attracted up to 400 
users a day,- manual work- 
ers packed its extensive two- 
floor facilities, sweating in 
steam rooms that were 
heated up to 30°C, plunging 
into brine' baths, drinking 
tea in the lounge and even 
taking a reviving nap. 

In 1975, Teesside’s oil and 
chemicals and metal manu- 
facturing industries 
employed 56,100 people: by 
1995 this had dropped to 
25,600. The reduction has 


cut the numbers able to 
afford visits to the Turkish 
suite, even at £3.80 ($6) for a 
■ daily session of unlimited 
length. Improved leisure 
facilities in remaining heavy 
industrial workplaces have 
also dented numbers. 

When Redcar and Cleve- 
land council, the local 
authority for the area, dis- 
covered it was subsidising 
the baths’ annual £112,000 
running costs by £56,000 a 
year, it decided the 28-year- 
old suite must close. 

Large Turkish baths are 
expensive to run because of 
their energy and water con- 
sumption. Many modern lei- 
sure centres instead install 
smaller Scandinavian -style 
saunas, with a steam room 
attached. 

Bat devotees, who say 
nothing can compare with 
the ftill-scale Turkish bath 
experience, are devastated 
by the closure. Eston regu- 
lars such as Ted Harttin, a 
retired British Steel blast- 
f urn ace man, said it was 
both a club and a place of 
relief from aches and pains. 
“It’s like going to Lourdes." 



CM Rutherford 

“Like going to Lourdes”: Teesside workers unwind for the last time in their Turkish baths 




Ports to invest more as competition grows 


By Charles Batchelor, 

Transport Correspondent 

Britain’s ports are expected to make 
large increases in investment on 
information technology systems, 
dredging and handling equipment 
over the next two years as competi- 
tion between the recently privatised 
companies grows more intense- 
investment -is expected to amount 
to about £760m ($l_2bn) in 1996, but 


will rise by 8 per cent to £822m next 
year and a further 6 per cent to 
£870m in 1998. according to a report 
by MSI Marketing Research for 
Industry. Spending will fall back 
slightly over the subsequent three 
years to £840m in 200L 
The UK has more than 300 ports, 
ranging from small river wharves 
and fishing harbours to large cargo- 
handling centres such as London 
and the North Sea port of Felix- 


stowe. on the east coast of England. 
The seven largest ports accounted 
for 54 per cent of total trade during 
1995, led by London which bandied 
5lm tonnes of traffic. 

The large number of ports means 
there is excess capacity and fierce 
competition for cargos. 

Although only a small number of 
ports has been privatised, their 
move into the private sector has 
focused attention on their earnings 


potential. The ending in 1989 of the 
dock labour scheme, which guaran- 
teed jobs to registered dockers, 
allowed ports to boost produc- 
tivity and prompted the newly 
privatised ports to develop their 
facilities. 

Ports are Increasingly carrying out 
investment projects to meet the 
requirements of their main clients 
and to remain competitive. MSI 
said. 


Manufacturing 
pay awards 
‘still falling’ 


By Richard Donkin 

The size of pay awards in 
manufacturing is continuing 
to decline and the salary gap 
between managers and 
employees is widening, 
according to two sets of pay 
statistics published today. 

The Confederation of Brit- 
ish Industry said that provi- 
sional pay awards in the 
manufacturing sector aver- 
aged 32 per cent for the 
three months to September 
1996. This compares with 3.5 
per cent in the three months 
to June and 3.3 per cent for 
the three months to Septem- 
ber 1995. Pay awards in the 
service sector have been sta- 
ble since the start of the 
year, averaging 3.6 per cent 
over the three months to 
Sept emb er, the same as the 
average over the previous 
three months, said the CBI. 

The declining manufactur- 
ing awards can be compared 
with manufacturing compa- 
nies' expectations of increas- 
ing productivity growth. In 
the third quarter companies 
reported productivity growth 
of 4.8 per cent over the previ- 
ous 12 months with expecta- 
tions of growth averaging 52 
per cent in the next 12 
months- The CBI survey 
showed that in the year to 
July 31 1996 the biggest dis- 
tribution of pay settlements 
were in the 2.5 to 3.5 per cent 
range of increases. A signifi- 
cant proportion, however - 


29 per cent in manufacturing 
- were in the 3.5 to 4.5 per 
cent range. The differences 
in pay settlements between 
managers and employees, 
however, is creating a broad- 
ening pay gap. according to 
Sedgwick Noble Lowndes. Its 
survey of executive pay in 
1,076 companies, found that 
median base salary increases 
for UK managers rose by 5.1 
per cent last year. 

Executives working in 
general management, per- 
sonnel and finance, fared 
best with base salary 
increases of 5.8, 5.7 and 52 
per cent respectively in the 
last year, compared with 4.5 
and 42 per cent increases for 
those in operational and 
information technology func- 
tions. 

The survey also found that 
bonuses are taking up an 
increasing proportion of 
overall pay in executive sal- 
aries, now representing 12.6 
per cent of base salary. 
Directors of parent compa- 
nies are seeing an even 
larger proportion of total pay 
in bonuses - 18.4 per cent of 
base salary, on average, up 
from 16.8 per cent three 
months ago and 15.5 per cent 
six months ago. 

Mr Andy Christie. Remu- 
neration consulting director 
at Sedgwick Noble Lowndes, 
said that the increasing pay 
gap was being influenced by 
recruitment demand for high 
calibre executives. 


Cow cull 
delay may 
lead to 
milk fines 


By Maggie Urry 

Dairy farmers, already 
suffering a loss of income 
from the BSE crisis, are wor- 
ried they will have to pay 
penalties running into mil- 
lions of pounds for over- 
producing milk. They say 
the backlog of cows for 
slaughter is likely to push 
up milk supplies, putting UK 
production over its Euro- 
pean Union quota. 

“November will be the tell- 
ing time.” said Ms Julie 
Smith, milk and dairy 
adviser for the National 
Farmers Union. 

If milk production in the 
year to March 31 1997 

exceeds the UK's quota of 
13bn litres, farmers who 
over-produce will suffer a 
super-levy' of 31p a litre. 
That exceeds the milk price 
of about 24p a litre, making 
it a severe penalty. 

The UK has often exceeded 
its quota since the system 
began in 19S4. In the 1995-96 
milk year the UK paid 
nearly £45m in super-levy. 

This year many farmers 
are blaming the BSE crisis. 
Mr Peter Dawson, commer- 
cial manager at the Dairy 
Industry Federation, said: 
“Undeniably there has been 
an effect from the backlog.” 

Ms Smith said uncertainty 
caused by BSE - bovine 
spongiform encephalitis, or 
mad cow disease - made it 
hard for farmers to plan. 
Many bought heifers earlier 
in the year to replace cows 
they expected would be cul- 
led. These anim als are now 
beginning to give milk. 

Meanwhile, the delay in 
the slaughter scheme and 
the government's decision 
not to pursue the selective 
cull has left more cows on 
farms. Mr Anthony Gibson, 
regional director of the NFU 
for the south-west of 
England, said: "Small farm- 
ers need the cashflow and it 
makes sense to carry on 
milking." Mr Tony Carver, 
head of Bruton Knowles, a 
leading milk quota trader, 
said milk production this 
winter was probably “going 
to spiral through the roof’. 
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9 digits to call all numbers 


New 

ttumberi uj 
plfuv 


if 


uv 

Fruftce' 




wsl i 




•?J7-v if 



To call Paris and the Paris region. 

There are no changes. You will continue to dial 
the 9-digit number which begins with 1. 

For example: +• 33 1 — •• •• — 

To call the “provinces” 

(other regions). 

Depending on the location, dial 
2, 3, -i or 5 in front of the current 
number, which remains the same. 

The digits to be added are shown on the area 
code map and in the area code table. 

For example. » 33 20 ■■ «. becomes + 33 3 20 .. .. ■■ 



To call mobile numbers 
and special services. 

To call a mobile phone, dial 6 before the 
current 8-digit number. 

To call special services (videotex, auiiio- 
tex), dial 8 before the existing 8-digit 
numbers, which remain the same. 


To the 

eanwt motor 
Adit belong 

Sfc 

To the 

anwi number 
Mt beginning 

6 

01 

6 

QT 

6 

02 

6 

OB 

6 

03 

6 

09 

6 

06 

8 

36 




How to call numbers in France 
from another country. 


France has adopted a new telephone 
numbering plan. These changes anticipate 
for the ever increasing volume of 
telecommunications traffic in France (new 
services, fax, mobile phones, etc.). This new 
plan provides a reserve of numbers for 
several decades to come and marks a further 


step towards harmonization with European 
directives and international recommendations. 
This New Numbering Plan applies to all 
numbers you call in France. To call a 
number in France from another country, 
simply dial the country code 33, followed 
by a 9-digit number. 


lotto 

csrest orator 
Add: begtehg 

Tofte 

anront lumber 
Ad* b*tjnwg 

Tote 

curort orator 
Add; bearing 

■He 

3 

20 

■ 2 

48 

4 

76 

3 

21 

5 

48 

4 

77 

3 

22 

4 

50 

4 

78 

3 

23 

2 


51 

4 

79 

3 

24 

5 


53 

3 

80 

3 

25 

2 

54 

3 

81 

3 

26 

5 

55 

3 

82 

3 

Z7 

5 

56 

3 

83 

3 

28 

5 

57 

3 

84 

3 

29 

5 

58 

3 

to 

2 

31 

5 

59 

3 

86 

2 

32 

3 

60 

3 

87 

2 

33 

5 . 

61 

3 

88 

S 

34 

S 

62 

3 

89 

2 

S 

5 

S3 

4 

90 

2 

37 

5 

65 

4 

91 

2 

38 

4 

66 

4 

92 

2 

38 

4 

87 

4 

93 

2 

40 

4 


68 

4 

94 

_ 2 

41 

4 


69 

4 

95 

4 

<2 

4 

70 

2 

96 

2 

43 

4 

71 

2 

97 

3 

44 

4 

72 

2 

96 

5 

45 

4 

73 

2 

99 

5 

46 

4 ^ 

74 



2 

47 

4 

75 
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To call French overseas “departements" 
and territories (DOM - TOM). 

There are no changes. You dial the 3-digit 
access code, followed by the 6-digit 
subscriber number. 

For example: + 590 .. .. .. for a number in Guadeloupe. 

Remember.. .! 

Don’t forget to update your personal 
directories. If necessary, modify all 
programmed French numbers (including 
speed dialing) stored in your equipment: 
telephones, fax machines, modems, etc. 


How to phone 

when you are in France. 

For an calls within France, dial O before the 
ddigit number The domestic long distance access 
code. 16, is no longer used. 7b call another country 
from France, dial 00 (Instead of 19). 


Ld «*)■ MrctiS). 1995 


France Telecom 


/ 
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HUS WEEK 


R eliable sources say Jac- 
ques San ter has lost his 
temper only three times 
in nearly two years at 
the European Commission. The 
Commission president turned 
purple when a Green MEP 
implied he treated G-7 economic 
summits as junkets. He also 
ripped into free-market col- 
leagues for promoting rapid 
deregulation of Europe's postal 
services, without regard for the 
cost in lost public sector jobs. 

But the most spectacular out- 
burst of presidential wrath 
occurred recently when Christos 
Papoutsis. the Greek commis- 
sioner responsible for energy' and 
tourism, wrung his hands over 
what to do with Heinrich von 
Moltke. the iQ-year-old head of 
the troubled small business and 
tourism directorate. 

Voo Moltte. it will be recalled, 
is the subject of a Belgian police 

investigation into the misappro- 
priation of ELI funds involved in 
the 1990 European Year of Tour- 
ism, a high-minded venture 
which turned out to be a vehicle 


Santer shakes the House of Favours 


for funnelling kickbacks to 
favoured contractors. At least 
two other former Commission 
officials are under scrutiny. 

The Belgian authorities have 
so far failed to persuade the Com- 
mission to lift von Moltke’s 
imm unity. The German insists he 
is innocent. The Commission 
accepts his word, and has offered 
him money to clear his name in 
court. But on the broader ques- 
tion of management competence, 
the powers-that-be in Brussels 
are reticent. 

Last week, on Santer's insis- 
tence, Commissioner Papoutsis 
offered director-general von 
Moltke early retirement under 
the so-called Article 50 provision. 
The assumption is that be 
will take his golden hand 
shake gracefully. 

Many would see the departure 
of von Moltke, a long-serving 
civil servant with an impeccable 


DATELINE 


Brussels: 
the long overdue 
reform of European 
Commission culture 
is a priority of 
its discerning 
president, 
writes 

Lionel Barber 


Prussian pedigree, as proof that 
the Brussels bureaucracy is in 
terminal decline. That judgment 
is premature. 

This week, the Commission js 
due to disclose long awaited 
reforms of its own administra- 
tion. Proposals include a proper 


I grading system for bureaucrats, a 
more rigorous and transparent 
appointments and promotion pol- 
icy, and new emphasis on 
rewarding merit. 

The reforms mark a break with 
the era of Jacques Delors. who 
always showed more interest in 
the big idea than in the balance 
sheet, and never got to grips with 
managing his own organisation. 
The idea is to curb the cosy sys- 
tem of national patronage and 
mutual back-scratching that has 
turned the Co mmiss ion into what 
one senior official calls the House 
of Favours. 

The man leading the charge for 
a change in culture in Brussels is 
Erkki Liikanen. an energetic for- 
mer Finnish finance minister in 
charge of budget and personnel 
policy. Liikanen has already 
made his mark through the cre- 
ation of a new cadre of “financial 
managers’' to control spending. 


their potential reward being fast- 
track promotion. 

Liikanen’s first plan is to liber- 
ate the appointments process by 
means of open competition. This 
already applies to young bureau- 
crats aged 32-55, In the most 
recent amcours some 50,000 peo- 
ple entered and 200 won places. 
But competition has never been 
entirely serious in the middle 

r anks 

Commissioners prefer to horse- 
trade over senior posts, some- 
times out of nepotist impulses 
but often under pressure from 
national capitals which want to 
reward political favourites with 
high-paying jobs in Brussels. 

Liikanen wants to tighten up 
on other practices such as the 
abuse of “temporary agent” sta- 
tus. That is the ruse whereby 
civil servants from national capi- 
tals arrive in Brussels as 
“national experts”, serve three or 


four years in the bureaucracy, 
then switch status to temporary 
agents who are paid by national 
governments but still draw an 
allowance from the Commission. 

With one foot in the door, tem- 
porary agents often turn into per- 
manent civil servants, than k s to 
personal contacts with commis- 
sioners or their cabinet staffs. 
Many are talented specialists, but 
others are journeymen. The point 
is that an entire layer of middle 
management has come into being 
with next to no objective control 
over the quality of the intake. 

The second area of reform 
focuses on grading and assess- 
ment. Insiders say the present 
system has collapsed. With the 
exception of the legal service, top 
bureaucrats are too busy or too 
lazy to carry out serious staff 
appraisals. So everyone w a l kin g 
around the Commission is rated 
as a genius, says one Santer 


aide, half-smiling- 
The final area for reform is our 
friend. Article 50. In the past, 
notably at the end erf the Delors 
Commission, the golden hand- 
has been used as a means y 
of clearing out top layers of man- 
agement and freeing posts for 
younger people as well as new 
bureaucrats from Austria, Fin- 
land and Sweden, which joined 
the EU in 1995. fi 

But Article 50 has been hugely f 
costly. In 1994, it was extended to if 
a handful of talented 50-year-olds II 
who took the offer of early retire- 
ment on 70 to 80 per cent of 
annual salary- ,* 

Internal reform of the Co mm is- y 
sion is as important as eye-catch- 
ing projects such as monetary 
union and enlargement. Unless • 
the Commission runs a tight 
shop, how can it tell member 
states to cut public spending in . 
order to join Emu? Or how can it • 
cope with new- members from 
central Europe? 

Santer, often accused of being a 
weak president, has understood 
this well He deserves credit 


The Monday Profile: Jean-Luc Lagardere, Thomson Matra 

General with a flair for defence 


I t was like Monty after Ala- 
mein. said one Lagardere 
executive describing bis 
boss's speech last Wednes- 
day afternoon. 

The general. Jean-Luc Lagar- 
dere, thanked his troops - 
exhausted after eight months of 
lobbying the French government 
for the right to buy the state- 
owned Thomson electronics 
group - for efforts that had 
wrested victory from the jaws of 
defeat The general view in Paris 
was that Thomson would go to 
the rival Alcatel group. In Sep- 
tember. the Lagardere group 
thought their chances finished. 

Once privatisation formalities 
are completed and the approval 
of the European Commission 
obtained, the Lagardere group 
will almost double in size. By 
paying a symbolic FFrl to the 
government, which will itself 
provide a FFrllbn (£i.4bn> capi- 
tal injection into heavily 
indebted Thomson. Lagardere 
will go from a FFr52bn a year 
business, employing 43,600 people 
to one turning over FFr86bn a 
year with nearly 90,000. 

So. at 68. when many ponder 
retirement. Lagardere finds him- 
self at the head of what will be. 
by far. Europe’s largest defence 
electronics company. He will 
form - and retain at least 60 per 
cent of - a new company called 
Thomson Matra. Its core will be 
Thomson-CSF's FFr36bn a year 
defence/professional electronics 
business, to which Lagardere will 
add some FFr25bn of its own 
defence hi-tech business tsome of 
which it does not strictly own. 
but effectively manages in joint 
ventures). That will put it level 
second in the world with Hughes 
of the US. 

This year has turned out Jean- 
Luc Lagardere's lucky year. In 
May. Matra forged a missile part- 
nership with British Aerospace. 
Together they went on in July to 
win a big cruise missile order 
from the UK defence ministry-. 

For months, the Thomson dice 
looked loaded against him. 
Alcatel looked the stronger candi- 
date, making what seemed to be 



a global, all-French offer for 
Thomson until it, too, admitted 
that it would need an Asian elec- 
tronics partner for Multimedia. 
When Alcatel got government 
approval in late August to negoti- 
ate a GEC-Alsthom merger with 
Framatome. “we thought we 
were dead", said a Lagardere 
insider. Not only would such a 
deal release cash for Alcatel, but 
it seemed the state was in 
cahoots with Mr Serge Tchuruk, 
head of AlcateL 
The latter was also the prefer- 
ence of the finance ministry 
which wanted a global sale (Mul- 
timedia as well as CSF): the 
industry ministry which had 


dose links to Alcatel's huge tele- 
coms business and virtually none 
to defence contractors: and the 
defence ministry which has often 
found Matra too independent for 
its liking. The senior Ely see offi- 
cial dealing with Thomson 
seemed biased in Alcatel's 
favour. As to the very top. Tchu- 
ruk is said to have a closer rela- 
tionship with President Chirac 
than Lagardere. 

The latter spent an uncomfort- 
able couple of days as part of a 
business delegation with Chirac 
in Poland in mid-September. 
Ostensibly, Lagardere came 
along to promote his group's bid 
to win a Polish newspaper distri- 


bution business, but all the time 
he was wondering what was in 
the president's head about Thom- 
son. Prime Minister Alain Juppe 
swung the president’s mind and 
the deal in Lagard&re's favour. 

How will Lagard&re adapt his 
loose and informal management 
style to the more structured 
approach required for a business 
like Thomson-CSF? Will the very 
different Hachette press and pub- 
lishing part of the group be spun 
off? The most awkward question 
is also the most personal: is the 
quasi-hereditary appearance of 
the Lagard&re group suitable to 
managing the electronic “crown 
jewels” of French defence? 

This question, raised inside the 
Ely see, stems from the fact that 
Lagardere is a sod£t6 en common - 
dit& , a French device whereby 
board members and shareholders 
hand over power to top manag- 
ers, known as command ties, who 
become nearly impossible to 
unseat, but bear unlimited liabil- 
ity. It makes a company impreg- 
nable to takeover, and is usually- 
confined to family businesses. 

But the Lagardere family owns 
only 4.8 per cent of the group. 
Yet its two commandites are, at 
least until end- 1998, Lagardfire 
himself and a shell company 
called Arco. composed of his son. 
Amaud, with a few close associ- 
ates like Philippe Camus, the 
group financial wizard. It is clear 
that father would like son to suc- 
ceed him. Lagardere senior said 
so on Saturday night. Speaking 
to students at the Sorbonne. he 
denied “dynastic pretensions” 
but said that as "still a Gascon 
peasant at heart”, part of the 
pleasure and motivation For 
building a business up was the 
thought of keeping it in the fam- 
ily. Amaud Lagardere is an aimi- 
able. energetic 35-year-old 
devoted to his father and to the 
group whose Grolier publishing 
business be runs in the US. But it 
is not clear to everyone else that 
he would necessarily be the right 
person to run so large a slice of 
French defence. 

David Buchan 
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Sterling 


1 see the pound is rising at long last? 

Yes. Sterling has climbed from DM2J29 to DM2.456 
since the start of August its highest level for 21 
months. And. on a trade-weighted basis, which 
compares the pound with the currencies of the 
UK's main trading par t ners, it has edged up from 
84.5 to S9J3. 

So Britannia rales the waves again? 

Try not to get carried away. When sterling was in 
the European exchange rate mechanism from 1990 
to 1992, its central rate against the D-Mark was 
DM2.95. In fact, the UK's currency has been in 
decline for as long as anyone can remember. Back 
in 1971, It could buy almost 9 marks and 13% 
French francs. So £ar. the recent climb is just a 
blip in a long-term trend. 

So what has been buoying the pound? 

The strength of the US dollar for one thing. The 
pound has recently had a remarkably close link 
with the US currency, a lot closer than the “spe- 
cial relationship” between the two countries* poli- 
ticians. Since the start of 1993, the dollar/pound 
rate has hardly been outside the $l.45-$l.6S range. 
The dollar has rebounded after a long period of 
weakness, dragging the pound up with It 

So sterling is hanging on to the dollar’s coat 
tails? 

Not entirely. Sterling has managed to gain a bit of 
ground on the US currency as welL For the 
moment, the pound looks good compared with 
some of the European currencies, including the 
mighty D-Mark. 

Even though the UK is prevaricating about join- 
ing Europe's proposed single currency? 

That seems to be helping. Governments are franti- 
cally producing restrictive budgets, full of spend- 
ing cuts and tax increases, in order to meet the 
Maastricht criteria for joining monetary union, 
which say that countries’ annual deficits should 
be no more than 3 per cent of gross domestic 
product That is putting a lot of pressure on their 
economies, and central banks are reacting by 
keeping interest rates low. The core countries - 
France and Germany - seem happy to let their 
currencies slip. 

And the UK looks good in contrast? 

Absolutely. Economic growth is picking up in 
Britain, thanks to tax and interest rate cuts, so 
the UK looks a more attractive place to invest. At 
the same time. UK interest rates are much higher 
than those in continental Europe, so a European 
investor who buys the pound gets an instant 
income uplift. 

The excitement over monetary union has also 
meant that bonds in countries such as Italy. Spain 
and Sweden have been rising, since investors 
reckon the foreign exchange risk will disappear. 


As those bonds rallied, UK government bonds 
(gilts) started to look attractive in comparison, 
and that prompted some buying of sterling. 

Anything else? 

Wen, the oil price recently broke through $25 a 
barrel, its highest level since the Gulf War. While 
the pound does not enjoy the same kind of petro- 
currency status it had in the early 1990s, an oil 
price rise is still good news for the UK’s balance 
of payments and thus far sterling. 

With an election doe, aren't investors worried 
about the prospect of a Labour government? 

Not as much as they used to be. Labour has done 
a good job in persuading the financial co mm u n ity 
that it will be responsible with regard to inflation 
and public sp ending . There are even those who 
think Labour is more likely than the Conserva- 
tives to taka tha pound into monetary union, and 
are buying the currency on those grounds. 

Hold on. You Mia that not being part of mone- 
tary onion was helping the pound as well. 

Yes, it's “heads we win, tails you lose" just now. 
But market s can believe two impossible thi n gs 
before breakfast when they like a currency. 

Should all Britons be rejoicing? 

It depends. Sterling's recent good health is good 
news for anyone going on a foreign holiday, 
although the gain has hardly been astonishing. 
And British exporters will find it more difficult to 
sell their goods abroad because of the change. 

Further, many people date Britain's economic 
recovery from the early 1990s recession to the day 
in 1992 when the UK quit the EU*s exchange rate 
mechanism and allowed the pound to devalue. It 
seems odd to be celebrating because the process is 
starting to he reversed. 

I'm confused. Is Britain better off with a strong 
currency or a weak one? 

Having a strong currency didn’t do the Germans, 
the Swiss or the Japanese any harm for a long 
time. Their citizens are a lot more prosperous 
than the British. But even they eventually had 
too much of a good thing. Their currencies 
became so strong in the early 1990s that their 
industrialists were struggling to compete. 

A strong currency is good news if it is the result 
of a strong economy, good growth, low inflation, 
sound monetary policy and a healthy current 
account position. But if a currency is strong when 
the fundamentals do not justify it, but merely 
because politicians are trying to prop it up, the 
results can be disastrous. 

The UK’s economy was dearly too weak to 
support the pound’s value in the early 1990s. The 
recent rally may be more soundly based. 


Philip Coggan M 
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In the wake of the financial 
crisis which engulfed Mexico in 
1994-1995, several steps have 
been taken to prevent a repeti- 
tion. New quality standards have 
been created for economic data, 
the International Monetary 
Fund's emergency credit line has 
been enlarged and the IMF's sur- 
veillance of national economies 
has been stepped up. to name 
but three. The international 
financial institutions are now 
turning their attention increas- 
ingly to the state of emerging 
market banking systems. 

And with good reason. At least 
two-thirds of the IMF’s 181 mem- 
ber countries have suffered 
banking crises since 1980. In 
developing and transition econo- 
mies, the cost of resolving these 
crises has approached $250 tm 
(£l60bn> in total - absorbing 

between 10 and 20 per cent of a 
year’s national income in the 
cases of Venezuela. Bulgaria, 
Mexico and Hungary. 

Banking crises inflict consider- 
able damage an the economies in 
which they take place. One rea- 
son is that bank credit has 
grown rapidly in many emerging 
markets, relative to the size of 
their economies. Often these 
banks hold considerable stocks 
of domestic financial assets, 
operate the payments system 
and provide liquidity to security 
markets. So when crises strike 
they can cripple economic, activ- 
ity, choke off credit and place 
severe strains on interest rate 
and budgetary policies. And with 
emerging economies more inte- 
grated into the world system, the 
potential For crises to spill over 


Robert Chote • Economics Notebook 

Banking on a catastrophe 

Guidelines may help prevent fresh disasters in emerging markets 


into other countries has risen. 

Michel Camdessus, the IMF’s 
managing director, told an Inter- 
American Development Bank 
conference last month that he 
suspected the next Mexican-style 
financial upset would begin with 
a banking crisis or that, if it did 
not. it would almost certainly be 
worsened by one. 

Larry Summers, deputy secre- 
tary at the US Treasury, said 
that regulators had gone a long 
way towards identifying what 
underlies sound supervisory 
regimes for banking and securi- 
ties industries as well as the 
legal and operational frame- 
works sound financial markets 
need. “The challenge now is to 
define more specifically how 
these might need to be modified 
and refined to fit the specific cir- 
cumstances of emerging mar- 
kets”. he said. 

Morris Goldstein, senior fellow 
at the Institute for International 
Economics in Washington, 
argues for an ambitious Interna- 
tional banking standard, on the 
model of the data dissemination 
standards which the IMF 
launched last month. That would 
address the problem that the 
rules laid down by the Basle 
Committee on Banking Supervi- 
sion were aimed at industrial 
countries and are less appropri- 
ate for developing ones. Banks 
failing in Mexico and Argentina, 
for example, actually satisfied 
the Basle Accord standards. 

Adherence to the international 
banking standard, like the data 
standards, should be voluntary, 
according to Goldstein. The 
financial markets would be left 
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to draw their own conclusions 
from a failure to participate, but 
in a crisis a country’s access to 
help financed by an activation of 
the IMF’s emergency credit line 
could also depend in part on par- 
ticipation in the banking stan- 
dard, he suggests. 

Goldstein also recommends 
that the standard should have 
two levels, again mirroring the 
data standards framework. He 
notes that the market orienta- 
tion, financial and banking 
structures In the transition econ- 
omies and the developing econo- 
mies of Asia are very different 
from those in the more advanced 
emerging economies. 

But John Heseltine, deputy 
managing director of the Insti- 
tute for International Finance, 
the Washington-based umbrella 
group for financial institutions, 
fears that the qualitative differ- 




ences between the characteris- 
tics of national financial systems 
are so great that even a two-level 
standard would be very difficult 
to operate with sufficient flexi- 
bility. He argues that the rela- 
tive importance of different 
aspects of the financial system 
would need to be examined care- 
fully in each country. 

The complexity of the task - 
and the comprehensiveness of 
the standard - would depend on 
the criteria included. Goldstein 
identifies a number of areas, 
including -the following: 

• Standardised information on 
bank performance, income and 
balance sheets, should be dis- 
closed. The tougher standard 
might also require banks to be 

. rated by internationally recog- 
nised credit-rating agencies. 

• Loan classification and provi- 
sioning practices should be stan- 


dardised. So, for example, the 
looser standard might demand 
that a loan unpaid for 180 days 
should be classified as non-per- 
forming, compared to 90-120 days 
for the tougher standard. 

• Government involvement in 
the banking system should be 
transparent so supervisors rem 
verify that the exposure is as 
reported. 

• Participants would agree to 
adopt the 8 per cent capilal-to-as- 
sets ratio demanded in the- Basle 
accord, with the higher standard 
perhaps demanding a 12 per cent 
ratio from countries' with a 
recent history of loan defaults, 
^’^Structurings or above average 
government assistance to “trou- 
bled banks: 

• Some element of roles-based 

supervision might be demanded, 
so that corrective action is man- 
dated automatically once banks' 
cap ital positions cross certain 
tripwire levels, ■ 

• The 1992 Basle Minimum 
Sta nd ards oh supervision rfip nld 
be adopted so, for ' example; that 
all international banks are 
overseen on a global basis by a 
qualified home nnn n try 
supervisor. 

A standard of this sort would 
no doubt prove more cahtrayer- 
sial and more complex the 

data standards established in the 
wakeof the Mexican crisis. 
Policymakers would, for exam- 
ple, have to deciite. whether such 
a standard should be 'formal or 
informal and; crucially, who 
Mould police it. But whatever, 
the difficulties, • these are 

set to remain high pajhe inter - 
national agenda.'. , ~ 
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t lf the internet is 
the Wild West. 
Sanford Wallace 
must be one of its 
most infamous 

cowboys. Wallace, 
a businessman in 
Pennsylvania, 
runs a company. 
Cyber Promotions, which offers 
to distribute advertisements to 
100,000 people by e-mail for "less 
than the cost of 10 first-class 
stamps". 

To advertisers who are used to 
paying 10 cents a name just for 
mailing lists, then paying postage 
in order to send out their junk 
mail, this sounds too good to be 
true. It is. The trouble with unso- 
licited e-mail is that while some 
people trash it. others get very 
angry. Unsolicited e-mail or 
newsgroup postings are known 
on the Net as “spam", and 
“spammers" are viewed by 
many people online as only 
marginally better than child 


Tim Jackson 


Round up the junk mail cowboys 


pornographers and terrorists. 

At least a dozen Web sites are 
devoted to the aim of orchestra- 
ting campaigns to punish spam. 
Among the remedies suggested is 
to call up companies like Cyber 
Promotions on their 300 numbers 
to explain, at their expense, why 
the sending of unsolicited mail is 
so irritating. Most people choose 
to hit the “reply" button and 
send back an abusive message. 

If only 10 per cent of recipients 
do this, an outbound mailing to 
100.000 names will produce 10,000 
angry replies: enough to clog up 
a mailbox for days on end. 

So people like Wallace have to 
live in a state of electronic hid- 
ing. like owners of samizdat 


printing presses in the former 
Soviet Union. When they send 
out unsolicited mail, they gener- 
ally use a false address. They 
also keep changing their Net ser- 
vice providers (ISPs) in order to 
stay one step ahead of their pur- 
suers. 

Recently, however, America 
Online, the world's biggest online 
service, has entered the junk 
wars. After Cyber Promotions 
sent e-mail to 650, CKX) of its cus- 
tomers. AOL hit back by saving 
up ali the mail to invalid 
addresses and sending it back to 
Cyber Promotions in one go. The 
result was a server crash at 
Cyber Promotions' ISP. which 
promptly terminated its contract 


with Wallace to avoid further 
trouble. 

But Wallace would not play 
dead: he sued AOL for unfair 
competition, denial of free speech 
- and other things. AOL then 
counter-sued. The case is still 
before the courts. Judging by the 
300 pages or so of papers I’ve 
read, it has become baffiingly 
complex. 

To anyone outside the US. it 
seems clear the issue raised by 
junk e-mail is money. While 
phone calls from salesmen during 
dinner are irritating, the recipi- 
ent of junk e-mail often has to 
spend money downloading it to 
discover it is not worth reading. 
That makes people really angry. 


Some have proposed legal 
responses, such as an outright 
ban or a requirement to label all 
unsolicited e-mail so recipients 
can reject it in advance at no 
cost. But the problem may create 
its own solution. One company, 
J nnkb ust ers .Com, has a Web site 
that provides a legal "offer” 
which Net users can send to junk 
mailers, intended to place them 
under a legal obligation to pay 
for the reading of every piece of 
junk they send in future. 

Recognising that advertisers 
want to use e-mail bat Net users 
are not willing to read junk 
uncompensated, a company 
called CyberGold has built a sys- 
tem that allows people to sign up 


as willing recipients of junk mail, 
in certain categories, for payment 
of 50 cents or more for every 
piece of junk they read. 

The service Is pitched to adver- 
tisers as convenient, as it. saves 
them the trouble of trying to fig- 
ure out what kind of content to 
sponsor in order to reach their 
audience; and as cost-effective, 
because they do not pay for a 
single recipient who does not 
read their message. To make sure 
advertisers get their ' money's 
worth, readers have to prove that 
they have read the ads atten- 
tively by answering quizzes. 

When it is launched shortly, 
the service will also allow people 
to sell their postal addresses to 


advertisers for about S3 
time. Payments will be m toIvei *J. 
with the Wagnerian name 
CyberGold. redeemable against a 
range of products and services. 

It may sound nutty, but the 
company, in Berkeley. California, 
has the backing of two of the 
leading luminaries of America s 
high-tech establishment: Regis 
McKe nna , one of Silicon Valley s 
leading PR strategy gurus, and 
Jay Chiat. co-founder of the 
Chiat. Day advertising agency 

CyberGold raises the wonderful 
possibility that Net addicts may 
be able to turn their time-wasting 
into a source of income. Better 
s t-fil it may provide a market 
solution to the problem of the 
WQd West cowboys. Once adver- 
tisers start to discover that they 
get better responses by paying 
consumers to read their mes- 
sages, they may give up the cru- 
der, more irritating forms of junk 
e-mail. 

dmjackson&pobax. com 


Gates casts his lines for a Net profit 

Geoffrey Wheelwright in Seattle and Louise Kehoe in San Francisco map online markets 


M icrosoft will next 
month re-launch the 
Microsoft Network 
(MSN) as an Inter- 
net-based information, shopping 
and entertainment service, carry- 
ing on a long tradition of hitting 
the mark with the second or sub- 
sequent releases of its products. 

The first version of MSN. intro- 
duced a year ago, was based on 
proprietary technology. Users 
needed Microsoft software, while 
information providers - predomi- 
nantly media companies - had to 
format their content using spe- 
cial Microsoft tools. 

But the rising popularity of the 
Net quickly convinced Microsoft 
that it needed to change course. 
The company has now revamped 
MSN. Rather than competing 
with the Net for attention and 
users. MSN is now part of the 
global network. 

All Net users will be able to 
view portions of MSN free of 
charge. Paying subscribers will 
be provided with a new “viewer" 
program that gives them access 
to a broader range oF features. 

The main difference that 
MSIsTs existing 1.6m subscribers 
will notice when the service goes 
live next month is expansion of 
content. Among the new features 
of MSN 2.0 is Expedia, an online 
travel booking service being 
jointly launched with American 
Express. There will also be an 
investment management service. 



Microsoft Investor, for trading 
stocks online and tracking mar- 
kets. and an online shopping 
mall called The Plaza. Microsoft 
has also announced an ambitious 
plan to offer localised online city- 
specific entertainment maga- 
zines. initially in the US. 

Microsoft boasts that the new 
service will “redefine what It 
means to be online". For exam- 
ple, MSN will feature "Web- 
shows" organised into six televi- 
sion-style “channels". The Web- 
sbows range from the lowbrow 
"15 Seconds of Fame", which 
gives members a chance to offer 
stories about important life 
events such as “the first time I 


got drunk”, to more philosophical 
shows such as Retrospect 360 
Degrees, a multimedia view of 
ropics such as “history of the 
future". Other Web shows 
include Star Trek; Continuum 
and Entertainment Tonight. 

There will be news from the 
MSNBC, a joint venture with 
NBC television. “Our goal was to 
create a network that is easy to 
use. well produced, and makes 
sense of a new medium to our 
audience." says Bob Bejan, 
MSN’s executive producer. 

Market analysts see MSN as a 
direct challenger to AOL. Compu- 
Serve and Prodigy as well as to 
popular Net-based services such 


as those operated by newspapers, 
magazines and online entertain- 
ment organisations. 

Last month AOL announced 
marketing initiatives aimed at 
"building consumer loyalty, 
increasing retention, and differ- 
entiating brand attributes”. 

Bill Gates. Microsoft's chair- 
man and chief executive, insists 
however that he is not out to 
steal subscribers from estab- 
lished services such as AOL. IBs 
goal, he says, is to expand the 
market tor online services. 

“The day I read he [Steve Case, 
chief executive of AOL] has 10 m 
subscribers - that's not a bad 
day.” says Gates. “It means 
online service subscriptions are 
doing very well." 

MSN is, nonetheless, aggres- 
sively priced. The service, includ- 
ing unlimi ted access to other Net 
sites, will sell for $19.96 (£12.70) a 
month in the US. Such “flat rate" 
fees are attractive to avid online 
fans but are so far not available 
from services such as AOL. 
which charge by the hour. 

Mark Mooradian. a senior ana- 
lyst at Jupiter Communications, 
a New York Net consultancy, is 
sceptical about Microsoft’s claim 
that it simply wants to expand 
the online market. He sees Micro- 
soft winning subscribers from 
other Net service providers 
(ISPs), including AOL. 

Mooradian was surprised, he 
said, that Microsoft's announce- 


ment of MSN 2.0 has not yet 
prompted price cuts by AOL. The 
market leader may believe that it 
does not have to respond to MSN 
because it is offering a wider 
range of content, he speculated. 

But AOL and other online ser- 
vices may yet be forced to adjust 
their pricing, because Microsoft 
will soon start a $ 10 Gm marketing 
blitz including TV, radio and 
print 

That is still well below AOL's 
$400m a year budget tor advertis- 
ing. But Microsoft has many 
“free” opportunities to promote 
its new online service such as the 
continued presence of the MSN 
logo on the Windows 95 desktop. 

Jupiter predicts that Microsoft 
will at least achieve its 
short-term goal of doubling the 
number of subscribers to MSN 
during the next 12 months. 

Microsoft says that it does not 
expect to make money on the ser- 
vice for at least three years. In 
the longer term, however, the 
company believes that ann ual 
revenues of about $13bn to $15bn 
will be generated on the Net by 
2000, and it is aiming to get 10 
per cent of that business. 

PerhapB Microsoft’s greatest 
strength, however, is its ability 
and determination to stick with a 
project until eventually it creates 
a winning product. The only 
question about MSN is whether it 
will be version two, three or four 
that takes the market by storm. 



• Wall Street Research Net 
(.tmow.tosm.com) has a wide- 
ranging list of links to markets, 
stocks and economic informa- 
tion. as well as business news 
and US government data. 

• Carlson Online (vnmpjin-rn- 
fo.com) is a good source for 
Canadian public company inves- 
tor information. There are press 
releases and stock charts for 
companies an the Toronto, Mon- 
treal, Alberta and Vancouver 
stock exchanges. 

• Volvo's new site (www.voloo- 
cars.co.uk) promises much but 
seems to be unnecessarily 
Frames-basecL It has more infor- 
mation about Volvo cars than 
you might ever want, but you 
can win a mountain bike by tell- 
ing them how good it is. Virtual 
Showroom (* oww.virtual-show- 
room.co.uk) made its debut at 
the Birmingham Motor Show 
last week: a no-nonsense inter- 
active catalogue of new and 
used cars across the UK. It has 
a nice search facility which cov- 
ers dealer networks and allows 
users to escape the hard sell. 

• Legal Tools ivamw. legal- 
tooIs.com ) describes itself as a 
virtual law office, with discus- 
sion groups on aspects of the US 
judicial system, including com- 
puter law and intellectual prop- 
erty and more common topics. 
The keyword search facility 


seemed to be permanently out, 
though. 

• Asian Advertising and Mar- 
keting magazine (unow.asi- 
anad.com) may be a worthwhile 
reference point if you’re doing 
business , in that part of the 
world. A nicely designed site 
with several interesting articles 
and a special focus on business 
media, as well as a sample of its 
country -by -country research 
briefings, downloadable In 
Adobe Acrobat format. 

• The Florida-based Interna- 
tional Association for Electronic 
Co mm erce Professionals has put 
up a site itcww.aecpti.com) 
where it plans to build a mem- 
bership roll and offer job list- 
ings general business info 
in this lhst-evolving sector. 

• The US Department of Ener- 
gy's Transportation Technolo- 
gies site (unmo.ottdoe.gov) is 
handy if you are involved, even 
peripherally, in urban transport 
p lanning or technological devel- 
opment of vehicles. Find out all 
about: the Hybrid Electric 
Vehicle project and run a fuel 
economy simulator exercise. 

• Finally, the most practical 
non-business site I’ve seen for a 
while is link-it's UK TV Guide 
(wuno.Iink-rLcomttu). It lists 
what's on terrestrial television 
each evening and links to pages 
for some of the shows. 

Steve, mcgoofdrmji. com 
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T he stampede of South 
Korean companies into 
Europe is gathering 
pace. Daewoo is poised 
to take over Thomson's con- 
sumer electronics business. 
Hyundai is to build a £2.4bn chip 
factory in Scotland. Samsung is 
in talks to buy Fokker. the Dutch 
aircraft-maker. 

While the motives or the 
Koreans have been much dis- 
cussed. another question is more 
elusive. The range of their invest- 
ments is enormous, from micro- 
chips to earthmoving equipment- 
in many of those markets, only a 
handful of European manufactur- 
ers still compete. Why can com- 
panies from the other side of the 
world hope to succeed where the 
locals have failed? 

Just this question is raised by 
Samsung, the biggest of the Kor- 
ean conglomerates. In 1990, Sam- 
sung manufactured very little in 
Europe. It now makes semicon- 
ductors and computer monitors, 
microwave ovens, refrigerators. 
TV sets and VCRs, excavators, 
watches and cameras. Its future 
plans include air-conditioning 
equipment and vacuum cleaners, 
and perhaps personal computers 
and mobile phones. 

In the past six years. Sam- 
sung’s strategy has changed radi- 
cally. At the outset its invest- 
ments were driven by the threat 
of anti-dumping measures from 
the EU. By 1993, however, it had 
drawn up a European master 
plan. This forms part of a group- 
wide strategy which lays down 
that by the end of the decade, for 
instance. 70 per cent of Sam- 
sung’s global production in elec- 
tronics should be outside Korea. 

T alkin g to Samsung executives 
in Europe, certain aspects of the 
plan recur. First comes brute vol- 
ume of production. Mr Sang-Jin 
Park, president of the Spanish 
operation, says: “Our starting 
point [in 1990] was rapid quanti- 
tative growth, to achieve scale 
economies. From this year, we 
aim at qualitative growth." 

With that comes a heavy 
emphasis on vertical integration. 
Samsung's biggest single 
strength is in manufacturing 
technology. It therefore aims to 
control most, if not all. of the 
elements of production. 

The quantitative targets are 
punishing. Samsung's Wynyard 
plant, on Teesside in the UK, will 
make just under im computer 
monitors this year. Next year’s 
target is 1.6m to 2m. Its excavator 
plant in North Yorkshire will 
make 350 units this year. The tar- 
get by the end of the century is 
1.500. 

Samsung supplies 10 per cent 
of the European market from its 
Berlin TV picture tube factory. 
By the end of the century it aims 
at 15 per cent. At Us Barcelona 
plant, where it makes VCRs. 1996 
sales of $330m are planned to 
double by the next century. 

At this point, certain cliches 
about the Korean conglomerates 
come to mind: that they are 
obsessed with volume at the 
expense of profit, that they rely 
on cheap finance, and that their 
chief concern is to copy each 
other. 

Samsung executives do not 
deny taking a long-term view of 
profitability. However, they insist 
that profit targets are set down 
from the outset. Mr In Kim, presi- 
dent of the Berlin operation, says 
that when the business was 
bought in 1993 from the Treu- 


The sum of its 
European parts 

Tony Jackson looks at how Samsung has adapted 
the Korean approach to its new markets 



band, the East German liquidat- 
ing authority, the aim was to 
achieve a post-tax profit within 
three years. In the event, growth 
in the eastern European market 
for TV sets has proved disap- 
pointing, and the target has 
shifted. “But if we had thought 
we'd lose money in the future", 
he says, “we wouldn't have come 
here." 

As for finance. Korean interest 
rates are much higher than they 
used to be. Samsung says its 
European investments start life 
with an average of 30 per cent 
equity funding from the Korean 
parent. The rest is funded locally. 

On the charge of copying Kor- 
ean rivals. Samsung is politely 
dismissive. Mr Shin-Jae Kim, 
director of European strategy, 
says “we used to study our Kor- 
ean competitors' moves in great 
detail, but not any more. We 
don’t rate Hyundai and Daewoo 
as the competition. Our aim is to 
be a global company. Tile compa- 
nies we try to compete with are 
above their level, such as Sony 
and Philips." 

The central question remains: 
how can Samsung, with its vastly 
different cultural background, 
make a success of running busi- 
nesses across Europe? More spe- 
cifically. what kind of manage- 
ment structures does it put in 
place in its European operations? 

Across Europe, Korean and 
local managers agree on one 
point The aim is to produce a 
synthesis: a mixed style of man- 
agement, taking the best from 


both sides. Mr In Kim says: “In 
Korea, when we work on a proj- 
ect we ask how well the team is 
working. Here [in Berlin], indi- 
vidual ability is much higher. so 
the approach is more individual. 
Each concept has its strong and 
weak points." 

One weak point it seems, is 
Korea's traditional autocratic 
approach to management. Mr 
John Harkness. plant director of 
the North Yorkshire excavator 
factory, says: “Samsung is a huge 
company, with a huge bureau- 
cracy: and yes. it’s Korean. In tile 
past its tendency was autocratic, 
but that’s something the com- 
pany is aware of and has dis- 
cussed openly." In particular, he 


says, the Korean approach of 
vast plants run by management 
hierarchies is ruled out Instead, 
the manag ement structure 18 flat, 
and authority devolved. 

At the Wynyard electronics 
plant on Teesside, there is no 
executive car parking and man- 
agement and workers share the 
same cafeteria. Everyone clocks 
in, including the Scottish manag- 
ing director. Mr Danny O’Brien. 
There are no trade unions. 

Creating an indigenous man- 
agement style is Important for 
another reason. As part of its 
objective of moving production 
from Korea. Samsung has ambi- 
tious targets for making its Euro- 
pean operations self-sufficient. 
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An important motive is the 
need to respond fast to market 
changes. Mr O'Brien says: “It 
takes 45 to 50 days to move prod- 
uct from Korea. The response of 
the supply chain is critical to our 
success. The supply chain is also 
the biggest single element of our 
cost." 

In the master plan, self- 
sufficiency conies in three dis- 
tinct phases: people, materials 
and technology. Wynyard has 
1,200 employees. Only 17 are 
Koreans, anri the number is fall- 
ing. For materials, Wynyard’s 
colour TV manufacture takes 75 
per cent of its supplies from 
Europe. For microwave ovens 
and computer monitors, the fig- 
ure is only between 25 per cent 
and 30 per cent, but is due to 
climb to between 75 per cent and 
80 per cent in the next 24 months. 

Next comes self-sufficiency in 
technology design. Wynyard, 
Mr O’Brien says, already has its 
own TV technology. In micro- 
wave ovens and computer moni- 
tors, it has engineering capabil- 
ity. The design of microwave 
ovens and computer monitors 
still comes from Korea, bat will 
be transferred to the UK in the 
next 24 months to 36 months. In 
TVs, the mechanical design of 
the chassis is already UK-based, 
and electronics design will be 
transferred next year. 

This all sounds perfectly logi- 
cal. But what about Europe’s 
notoriously high labour costs? In 
the extreme case of Germany, 
where Samsung’s two main 
plants are in the former commu- 
nist east, this is clearly an issue. 
In Berlin, total wage costs are $27 
(£17.40) per hour. In Barcelona, 
the figure is between $13 and $14, 
and in Wynyard. $9 to $10. lb 
S amsung ’s Korean operations the 
average figure is $10. and in Mal- 
aysia it is $3. 

In Berlin, some of this is offset 
by productivity. According to Mr 
Kim, the plant produces 20 TV 
picture tubes per head for 
Korea’s 25 and Malaysia's 10. 

Quality still lags behind. Yield 
rates are at only 90 per cent of 
Korean levels. However. Mr Kim 
says, three years ago they were 
at only 70 per cent, and he aims 
to match Korea within two years. 

In Spain, the picture is mark- 
edly better. The Barcelona plant 
claims to have the highest pro- 
ductivity in VCR manufacture 
anywhere in the Samsung group 
- some 5 per cent to 7 per cent 
higher than the nearest competi- 
tor. The defect rate of about 3 per 
cent is apparently similar to Kor- 
ean levels. But then, the Barce- 
lona plant began life as a green- 
field site, as did Wynyard The 
Berlin factory is more typical in 
one important respect: it was 
bought on the cheap, as a con- 
cern that was in effect bankrupt. 
So was the German TV glass fac- 
tory in Brandenburg. The RoUei 
camera business, bought last 
year, had bean bankrupt in the 
1980s. Fokker, which It hopes to 
buy. went bust in March. Even 
the North Yorkshire factory now 
housing the excavator business 
was bought from the receiver. 

On the same principle. Daewoo 
is buying Thomson's lossmaking 
consumer electronics business. In 
other words. Koreans work on 
the explicit assumption that they 
can succeed where Europeans 
have failed: It all sounds uncom- 
fortably like arrogance; but it is 
in everyone's interests that they 
should be right. 
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Banker without a care in 



O pen letter to the chief 
executive of the Co- 
operative Bank. 

Dear Terry Thomas. 
What a brave man you are! If 
all bankers - nay, all business- 
men - were as ethical as you. 
what a happy world this would 
be! 

Z keep a copy of your annual 
report on my bedside table along- 
side my recycled jar of Body 
Shop Vitamin E Night Cream. 
Those pictures on the front cover 
of naked smiling African chil- 
dren. and of sheep gently grazing 
on the unspoilt fields are really 
moving. They speak volumes 
about just how much you care 
about the world. 

But it was the open letter that 
you sent to the heads of all Brit- 
ish banks last week that has 
finally made me pick up my pen 
and write this open reply to you. 


I'm sure that all those s***s at 
Midland, Lloyds, etc have been 
too busy making money for their 
shareholders all this time to real- 
ise that landmines were danger- 
ous. So well done you. for telling 
them! 

I'm ever so glad that the Adver- 
tising Standards Authority has 
finally seen the light and allowed 
you to publish the ads that make 
your rivals look little better than 
Saddam Hussein. I’m impressed 
that you put aside so much valu- 
able management time - that 
you otherwise might have wasted 
on your own staff and customers 
- to go snooping on Midland etc. 

Yet the part of your letter that 
brought tears to my eyes was 
when you asked the banks “to 
put commercial rivalry to one 
side in the name of humanity". 
That really makes sense to me!! T 
did have one disloyal thought: 



Lucy Kellaway 


that it was commercial rivalry 
that caused your sudden interest 
in landmines in the first place, 
but I have banished that idea as 
unworthy. 

With endless admiration. 

Lucy Kellaway. 

PS My friend says your animal 
testing ads that are all over Lon- 
don at the moment are another 
example of your clever. If cynical, 
marketing tactics. She says she’s 
quite happy with First Direct, 
which is efficient and polite, and 


not destroying the world any 
more than the rest of us. But I 
take no notice. She's always been 
a clever clogs! 


last week was a memorable one 
for women In business and 
finance. Marjorie Scardino made 
news by becoming chief execu- 
tive of Pearson, while Mary Walz. 
who was sacked from Barings for 
her role in the bank’s collapse. 


also made news when she 
claimed the £500.000 bonus she 
was promised the day before the 
bank fell. 

The first has covered herself in 
glory; the second has met a more 
mixed response. Yet both have 
done things that women have 
either never done before or are 
not supposed to do. Scardino Is 
the first woman to be made chief 
executive of an FTSE 100 com- 
pany, Walz was alone among the 
largely male sacked Barings exec- 
utives to have the stomach (or 
the gall) for a public fight. Not 
much sign there of the softer 
feminine management style we 
are always hearing about. 

Scardino may be evidence that 
the glass celling no longer exists; 
Walz. that women can be even 
more pushy than men. However 
both are American, and they do 
things differently over there. In 


Scardino’s case, American- profes- 
sional women have been clim- 
bing the ladder a bit longer, and 
are just a few rungs ahead of us. . 
And as for Walz, being American 
means being, more litigious- The. 
approach may be alien to us. but 
it can get - results. Just look at the 
bounty that fell on her country- 
man John Clark last week!'. 


Sextant, the latest bit of manage- 
meat software,! is 'designed to 
help companies improve their 
business strategy. ^1 Halt luke- 
warm about this product until J 
8a w that it was being marketed 
as an alternative to hiring a man- 
agement consultant. This is a . 
stroke of genius by. its. creators, . 
Ashridge Management: College 
and software - house, : Softs, 
Expressed thus,: the £7,500 that : 


the package costs looks like a 
real bargain. 


The reading matter, a company 
displays in its reception is usu- 
ally; revealing. it says something 
both . about the company and 
about how it. views its clients. 
The standard 'corporate fare is 
part show-off, part advertising: a 
selection pf glossy corpora te l j for . 

aturq nestling alongside the FT 
and The Economist. 

Not, however, at the Cabinet 
Office. A colleague visiting there 
recently was surprised — though 
not displeased - to find a choice 
of Cosmopolitan, Marie Claire 
and Elle. . ■ . 

- Reading about women’s eroge#* 
nous zones- Is. given a certain* 
extra something in those sur- 
ro undings 
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BUSINESS EDUCATION 


Pick the 
best 


B ritain's business 
schools have voted 
to introduce a dis- 
criminatory accreditation 
system to distinguish 
between the best and the 
worst master of business 
administration (MBA) 
courses. 

The move follows 
mounting pressure from 
prospective students and 
companies who often find 
it impossible to choose 
between the 110 or 120 
courses now on offer. 

The move is a personal 
triumph for Chris 
Greensted. director of 
Strathclyde graduate busi- 
ness school, and the new 
chairman of the Associa- 
tion of Business Schools, 
the trade association 
which voted in favour of 
accreditation at its annual 
general meeting last 
week. 

However. delegates 
voted to look again at the 
details of the accredita- 
tion system which will be 
put into place by the asso- 
ciation in conjunction 
with the Association of 
MBAs. This could delay 
the introduction of the 
scheme. 


OCTOBER 23-25 
Institute ol Personnel and 
Development National 
Conference. 

People - The Key to Success 

Firmly established as Europe's largest 
anil most mflixTUial management event, 
this v car's IPD National Conference win 
focus on 'people as the key to success', 
in ensuring organisations achieve a 
suvtaimblc competitive advantage- Key 
themes include Strategic Direction. 
Reward Strategy, Managing and 
Developing People and Resourcing the 
OrcanKatKSU of the Future. 

Contacti IPD 
Tel: 01 SI 263 3434 
Fax: 01SI 263 3366 

LONDON 

OCTOBER 28-29 
Overview of the Treasury 
Function & Products 

W hat is Treasury? What docs it do? 
This course explains the function of a 
Treasury Operation and die Products 
available to the Treasurer to cover the 
risks arising in the Financial Markets. 
Identification. Evaluation, 

Management and Control. Look at the 
basic concept or financial risk and the 
Off-Balance duet Derivative products 
available to a Bank or Corporate 
Dealer. 

£520 + VAT 2 days. 

Contact Ti- [/Training Dept. 

Tel: 0171-606-0084/600- 2123 
Fax 0171-600-3751 

LONDON 

OCTOBER 30-31 
Introduction to Swaps 

• Interest Rate Swaps * Off Balance 
Shed ■ Forward Forwards & FRA'S • 
Accounting Overview • Financial 
Futures ‘ Securities & Interest Rate 
Swap related products * Implications 

. or F/X & MM to Off Balance Sheet 
products * Currency Swaps * 
Warehousing * Internal Deals * Swap 
Proems. 

£42? + VAT 2 Days. 

Contact TFL/Training DcpL 
Tel: 017 1 -606-0084/600-2123 
Fax 0171-600-3751 

LONDON 

OCTOBER 31 
Introduction to Exotic 
Options 

For staff moving into Trading or mu> 
Derivatives Trading Graduates. Middle 
Office and Trade Support Staff. 
Treasury Dealers moving into 
Derivatives. * A layman's guide to 
Exotic Options • Opticus Types • How 
they work and why they are used * 
Asian * Barrier Options * Look-bocks 

• Practical Issues * Accounting Issues. 
£325 + VAT I Day. 

Contact TFL/Training Dept. 

Tel: 01 7 1 -6064084/600-2 1 23 
Fas 017 1-600-375 1 

LONDON 

, OCTOBER 31 - NOVEMBER 1 
Introduction to Leasing 

A course designed for new entr an ts to 
the leasing industry or for general 
financial practitioners wbo need to be 
aware of the basics of off balance 
shed, tat efficient structures. 

• Tax Allowances and Corporation Tax 

• Documenting and Accounting for 
Leases • HP. Lease Transactions. 
Ccntraci Hire Products 

2 Days £595 

Contact: fturplaee Tel: 0171 623 9111 
Fax: 0171 623 9112 or for more 
information visit our world wide web 
site at http://w ww.fariplace.com or 
Email us at fairplaceg3tfiaiipiace.com 

LONDON 

NOVEMBER 4-5 
Implementing Global 
Investment Strategy: 

Spotlight on Asia 

Achieving superior portfolio 
performance requires not only ibe 
g e neration of good investment ideas but 
also the implementation of those Ideas 
in an optimal. cost-efficient manner. 
Focus will be on managing Asia 
portfolios and implementing investment 
strategy in ihis regkm of the world. 

Tel: H804) 980-3668 fw U«V») 99h 
3634 E-mtoL - jnfa@aimtoom 

HONG KONG 


Della Bradshaw charts an innovative alliance between school and company 

A meeting of minds 


NEWS FROM 


I n the first strategic partnership 
between a university business 
school and a corporate univer- 
sity, Boston College's Carroll 
School of Management and the 
Arthur D Little School of Manage- 
ment. also in Boston, have 
announced a merger of many of 
their postgraduate classes and their 
intention jointly to offer shorter 
executive courses. 

The partnership could be just the 
first in its class. By the year 2000 
one-third of corporations could be 
granting their own degrees in part- 
nership with universities, according 
to findings from ADL. 

Under the ADL/Carroll scheme, 
between 50 per cent and 70 per cent 
of the masters classes will be 
merged, says John Neuhauser. dean 
of the Carroll SchooL This will bring 
economies of scale for the business 
schools. But Neuhauser believes 
there will be numerous advantages 
for Boston's students as welL 
“ADL have a much better interna- 
tional outreach,” says Neuhauser. 
“We have nowhere near that access 
to market.” Neuhauser hopes that in 
future all his students will spend 
time overseas daring their studies. 

There will also be a better mix of 
students in the classroom - Carroll's 
students are largely from the US 
while ADL's are almost entirely 
from overseas. And students will be 
able to choose from a wider range of 
elective (optional) courses. 


Neuhauser believes the two 
schools have differing , strengths - 
ADL is good at information technol- 
ogy while Carroll is good at finan ce. 

Although Carroll’s 90 faculty are 
still cautious about the deal, Neu- 
hauser argues that the access to 
overseas work and to an increased 
number of short courses - the ADL 
school has recently been given the 


contract to do all the in-house train- 
ing for Arthur D Little worldwide - 
are powerful persuaders. 

For ADL, the alliance strengthens 
the school's hand in its move to 
become a more mainstream business 
school. It has been offering a mas- 
ters programme - though not an 
MBA - since 1973 and has recently 
become the first non-traditional 



Joti/i Moult. niser 

Dcon. Carro’l School or Manogomont 
Boston College 



business school to be a pre-candidate 
for accreditation by the American 
accreditation body, the American'. 
Assembly of Collegiate Schools of 
Business. 

“We are the only corporate univer- 
sity in the US that offers a degree 
and the only oonsuhancy to have a 
business school;” says dean Thomas 
Moore. 

Moore's school has also filed to 
become a not-for-profit organisation - 
although, as he is quick to point out. 
“there's a difference between being a 
•for profit' : organisation and being, 
profitable. Certainly ADL has subsi- 
dised the school for the last decade"... 

The not-for-profit status should be 
in place by January, which will 
enable ADL to attend many erf the' 
recruitment fairs for management 
students. “In the past we've had doe: 
hand tied behind our bads when, 
recruiting top students,” says Moore. 

Moore says ADL has much to " 
bring to the merger party. “We have. : 
insights and tools that a traditional 
business school does not offer, such 
as managing innovation and new 
product creation.". ' 

Neuhauser predicts that any prolK - 
lems will not be with the strategic 
issues but with the day-to-day .ones, 
such as ensuring that ADL students 
can register on courses at Boston - 
College even though they are not 
students there. “There’ll be someone 
writing software at three o’clock in : 
the morning on that one.” ‘ . 


The batUe.ofthe- . 
pkt university ties ' 

The Judge BistStote at ■ 
Cambridge University will 
offer a 12-month version of , 
its MBA course from ' 
'October 1997. Its present .' 
MBA is a 2l-mon±Ii - - . 
sandwich course. ' 

. Jndge faces, incr easin g . . .. 

- competition in the UK- 
MBA market, notably from 
the management school at 
its old rival, Oxford, which 
began Its MBAcourse this 
year. '■ . - ’ 

Judge. : OK <0)1223 333051 

Executives in Israel 
feel the crunch . ■ ■ 

The Kellogg school of . 

: manag e ment at 
Northwestern University 
has got together with the . 
Leon Recanati graduate . 
school- at the university of 
Tel Aviv to offer an * 
executive MBA. 

The two-year programme 

hn gtiicthk ninTifli aild la 

j intended for i executives in -. 
mid-career. Managers from 
Egypt, Israel, Jordan and 
Palestine itave enrolled.' .. 

The coarse will be tanght 
largely in Tel Aviv but one 
module will tatoe.place at 

Kellogg. 

Recanati: Israel, 36498521 


The latest way to 
.strike a deal 

The Columbia, business 
school In New York has 
announced the opening of 
the Dow Jones Telerate 
trading room .which' 
provides students with a 
simulated trading 
environment for hands-on 
use of market data feeds. 

•• While the facility itself 
accommodates 10 users, 
the school's local area 
netwmk has been 
configured to enable 
students to to get access to 
the trading system through 
their laptops.- 
So tor two conrses have 
been designed to take 
advantage of the trading 
room system: thefirst in 
tortures markets; the ; 
second in debt markets. 
Columbia; US, 212 854 8162 

Kirby gets the top 
job at Middlesex 

Middlesex University 
business school in London 
has appointed David Kirby 

as dean and pro 

vice-chancellor. Previously 
he was professor of 
entrepreneo i ship at 
Durham. 

Middlesex University: UK, 
(0)1813625000 


CONFERENCES & EXHIBITIONS 


BUSINESS EDUCATION 


NOVEMBER 4-8 
Data Mtofng and Data Warehouse 
‘96: interaction of MxirationA 
Decision Ttechnotaflles 

The camples interaction of information 
and decision technologies and their 
application to business solutions are 
explored by NCR. IBM. SQL ISLand 
SPSS, plus expert reviews and end-user 
case studies. Data Mining. Middleware, 
data cleansing, warehousing, 
EIS/OLAP tools: how can drey support 
die information and analytic needs of 
the corporate decision maker? 

Contact: UNICOM 

Td;0139S 256484 Fax: 01895 813 095 
E-mail: alec@unicom.co.uk 

LONDON 

NOVEMBER 5-6 
Practical Dealing course 
- Money market 
Training in traditional Cosh markets 
and short terra derivatives dealing - 
risk identification and evaluation, 
product pricing, posit i on management - 
opportunities to test theories learnt in 
W1NDEAL PC based dealing 
simulation and practical exercises. For 
Corporate treasury personnel and 
financial institution dealers. £520 + 
Y-A.T. 

Lywood David International Ltd. 

Tet 01959 565820 Fax: 01959 565821 
e-mail: traininpig lywood -davkteo. uk 
LONDON 

NOVEMBER 6 

Dual Careers & Inter na tional 
Assignments 

As companies continue to expand 
internationally, so their requirement for 
expatriates is growing. However, 
working spouseVpanners can present a 
barrier to Internationa] mobility. This 
conference presents new research and 
case studies of company policy and 
practice on how to reduce [his proble m 
and encourage mobility while 
addressing employees' family 
concerns. 

Contact: Richard Spencer, CBI 
Co nfi ai asa s 

Tel: 0171 379 7400 Fax: 0171 497 
3646 

LONDON 

NOVEMBER 6-7 
Putting Knowledge 
Management to Work 

Karl Wiig fUSA). LeiT Ed vim son 
(Sweden h Annie Brooking. Ron Young 
tUKJ and others, relate their 
experiences and discuss how to exploit 
the organisation's greatest assets: 
knowledge and (PR. Toots, techniques 
and case studies set against the 
corporate mission are presented as a 
practical guide: how to derive 
maximum ben fir from "Knowledge 
Management". 

Contact: UNICOM 

TehOI 895 256484 Fax: 01895 813 095 
E-mail: riina@uniconixo.uk 

LONDON 


Networidool® & Global 
Heritage Bank 


'Belly to Belly" seminars presented by 
Ksem Katton and Ms Sobal Team. These 
sari nan will help you bam more about 
Hie dynamics ol money end community. 
Discover 21st Century Banking, our 
smovauve concern where the profits are 
snared by those who perform. Exciting, 
lucraUw, offshore componstbon program 
Lean about creating wealth, then share 
Die knowledge ntth others tor t rem endous 
rewards. The knowledge is free.. .the dry 
to a magnet., the ssttingtahlstorte. . .the 
accommodations are a bargain., and you 
watbentfC *288 tor 3 nights breakfasts 
& lunches, a gala dinner, welcome 
recepuons, and efl the seratowsll 
Coabtx Mck Cook 
Tel/Fax +44(0)1201 731884 
Ema*: dgiacy«accassJ*B8xjjet 
http^Awww.natnorktooLonjI/ 

M»ir Cma Cants Aeeeoad 

Prague 

NOVEMBER 12 
EVA: An Integrated Management 
Framework tar Creating and 
Enhancing Shareholder Value 
An intensive one-day executive wnim 
led by two of the foremost authorities on 
shareholder value. Joel Stern and G. 
Bam Stewart of Stem Srewan and Co. 
on the principles and applications of 
EVA. How » develop and implement a 
framework for financial management 
and incentive compensation using 
Economic Value Added. 

Conuct Business Intelligence 
Tel: 0181 543 6565 Fax: 0181 544 9020 
E-mail; roz. me guinnc*@ba sines j- 
iracfligcncexo.uk 

LONDON 


NOVEMBER 12-13 
Key Operating and 
Investment Issues in Russia 
Hotel Marriott. Vienna 
For further information nmiao: 

Ms Gertrude De Leonaidis 
The Ecnuniiu Conferences 
Tht +43 I 7124! 61 32 

VIENNA 


New Deal: 

Big Deal?- Changing 
employment relationships 
The 'new deal' of flexibility and 
rmiHS-skflllng has replaced the 'old 
dear of life-time employment - but ! 
Is it really that simple? This 
seminar discusses whether the new 
thinking about employment 
relationships Is working, with 
insights from companies already 
Implementing 'new deal' 
programmes. 

, Far HR directors, managers and 
| those with responsibility for this 
key strategic issue. 

£250 + VAT. 

Contact Helen Hannan 

Teh 0171 379 4411 

F8x: 0171 379 7478 

London 


Robert W. Fogel 

1993 W Nobel laureate in economics 
and professor at the University of 
Chicago Graduate School of 
Business presents The Bottom Une 
on Business Ethics: The American 
Experience and its implications.'' 
Fallowing the lecture. Information 
wBI be available about the University 
Of Chicago’s International Executive 
MBA Program at Barcelona. 

Time: 630 p.m. 

Location: American Embassy, 

24 Grosvenor Square, 

To confirm your complimentary 
attendance at the lecture, contact 
Manny Enas: 

Tel: 01 71 4092927 
Fax: 0171 495 2944 

London 


NOVEMBER 13-14 
Managing Private Banking 
Client Relationships 

Developing and maintaining profitable 
private banting relationships. 

• Client Profile Criteria. Information 
Gathering. Product Knowledge ■ Needs 
Identification. Inter-Personal Skills 
•Sales Initiative, Selling Skills, 
Negotiation • Customer Care and 
Quality 
2 Days £395 

Contact: Fmrptacc Tel: 0171 623 911! 
Fax; 0171 623 9112 or for more 
information visit our world wide web 
site at bttprfw ww.foirplacc.com or 
Email os at fonplnco^ 1 tairplaoe.com 

LONDON 

NOVEMBER 15 
UK and EU Competition Law: 
A Tima For Change 
CBUClifford Chance Conference 
includes speakers from Government. 
Labour Party and European 
Commission outlining views on 
proposed changes in competition 
policy. Speakers include: John Taylor, 
Margaret Beckett, Jobe Kay, Jonathan 
Fauil and Graeme Odgcrs. (Law 
Society Accreditation CPD: 57, hours 1. 
Contact: Richard Spencer. 

CBI Conferences 
TeL- 0171 379 7400 
Fax: 0171 497 3646 

LONDON 


NOVEMBER 18 
International Business and 
the New Rules of Tirade 

Conference addresses the future 
direction of (he world trade agenda and 
key issues for the forthcoming 
Singapore ministerial meeting. 
Sessions include: expansion of regional 
trade pacts; international labour 
standards; international environmental 
regulation; cross-border competition 
policy and the future structure and 
remit of the WTO. Keynote: The Rt 
Hon Ian laqg MP. 

Sharon Moore. RUA an tel: +44 171 
957 5700 or Fax: +-44 171 321 2045 

LONDON 

NOVEMBER 19-20 
Data Warehousing 96 
Europe's premier conference and 
exhibition devoted to data warehousing 
and related issues. The multi- track 
conference explores critical, nrrhniral 
organisational and business saccess 
factors, including world-class speakers 
and case studies from the US, UK and 
Europe- 

Contact: Business Intelligence 
TcfcOlSl 5436565 Fax: 018 1 544 9020 
Fmaii- muneguir inrafl bu afa e sa 
nnefligence-co.uk 

LONDON 

NOVEMBER 25-26 
Third Annual Global 
Emerging Markets 
Investment Management 
Conference & Companies' 
Forum 

Major nuenmiofia] conference looking 
at global emerging debt & equity 
markets. Featuring parallel streams on 
Asia-lndia Subcontinent, Emerging 
Europe & Middle East, and Latin 
America. Also features pres en ta t ions 
by leading rating agencies together 
with workshops focusing on key 
emerging markets with company 
present a tions A gov e rnm e nt speakers. 
Contact: Corinnc Paine. Dow Jones 
Telerate Tel: +44 tO) 171 832 9737 
Fax: +44 (0> 171 832 9940 

LONDON 

NOVEMBER 26-27 
Transf o r mi ng the Finance 
Function; A New Way to Add 
Value to the Business 

The future of many organisations rests 
with the finance deparanntt arxl its ability 
to service, supprot and. where 
appropriate, drive other pans of the 
business. This major conference provides 
praxical strategies for finance executives 
taking on a strategic role in busbus 

iflijhutniifrt 

Contact: Roz McGuioness a Business 

Intelligence 

Tel: 0181 543 6565 Fax: 0181 544 
9020 

Email: roi.incguinne^busmess' 
intdIigence.co.uk 

LONDON 


DECEMBER 2+4 
Hungary Business Forum 

Ramads Grand HoteL Budapest 
For Amber iwfii^nwurtw coouct: 

Ms Angela Flaes 

The Economin Conferences 

TW: +431 712416136 

BUDAPEST 

DECEMBER 3-4 
Knowledge Management 96 

Europe's first conference and 
exhibition focusing on methods, 
techniques and systems that will help 
companies turn knowledge 
management into a corporate resource . 
tar generating business advantage. ' 
Contact Roz McGuinera at Business 
Intelligence Tbt 0181 543 6365 
Fax: 0181 5449020 
Email: rozjiKguini*M@business- 
inlefUgaacexo.uk 

LONDON 

DECEMBER 3-5 
Auditing the Dealing room 
(De-mystffying the Treasury . 
function) 

Three day training course designed 
specifically for internal auditors and 
financial institution inspectors charged 
with examining the on-going activities 
of their Treasury, operation, covering 
cash and treasury derivative products 
dealing, luniu/coatroLt, elements of 
accounting and dealing management 
information. £7254)0 + VAT. 

Lywood David International Ltd. 

Tel: 01959 565820 Fax: 01959 565821 
. e-mail: naininggplywood-davfaLoojik 

LONDON 

DECEMBER 11-12 
Second Roundtable with the 
Government of Poland 
Sheraton Warsaw Hotel, Poland 
For further information t vmy p 
Ms Gerlinde De Loonardis 
ITte Economist Oinfltmuun 
Tel: +43 l 71241 61 32 

POLAND 

DECEMBER 11-12 , 

Creating Customer Value 
wfthl.T. 

This conference explores new ways of 
developing, delivering and managing 
systems and applications to enable and 
support customer-facing processes. 
Conuct Roz McGuinness at Business 
Intelligence TfeL 0181 543 6565 
Fax: 0181 544 9020 
E.maii: rot mcgnjpeasgi business- 
inteil igcDCc_co.uk 

LONDON 


Take a look at pur capabilities: 

•An internal knowledge-base that spans tbe wark^capabie of 
addressing global management issocs . ? '. 






ramsuftantsand^ 

■Exceptional networking opportunities wiihafeuly n«OTatin*ial 


audience 


Some upcoming programmes: / . • ' * ; 

•TheRiiidanientafeofFinajx*aBdAjQa^^ 

Managers, November 1996, P^Bmsse^^ . 


•Edward de Bono : Serious Cre^hdty-L^a^'IhaiH® ’ 

Management. December 1996, £oik10B V •'"T; ; X'- 

•The Management Course for theNbwiy Appointed Manager, 
December 1996, Brussels, Cannes - ' ' •*' * VO. ' ^ : 
•Phil^KotiCTonMadosting,Marcil997,£43Hdou,Brussds 


1997,- Pans . •svr'?' -i!- • ' 

• : •• v a v •• - •- ’ 9 \ ■ €• • e • 

For more urfbnnatibn on the above' ^prtigrami^ fmc 


Jayne Clinton on telephone (325^ &5ASj22Jft if . ' _<T 




^M^agefiw^tGeiitre Europe 

Rue ifel'Aqueduc 118, 1050 Brussels. 

Tel (32) 2-543 21 00/ Fax (32) 2-543 2400 
Consult the MCE web site at http^Avww jnce.bc. 


Conferences 



LANGUAGE COURSES 


French in France, German fn Germany... 

■■ France Germany . Italy Spain. . Ecuador . Russia. 

• coarse* starring evexy fortnight - from 2 weeks to. St months 
•" * fiar aD levets, indttriing beginners (0171) 7056675 

...English to the UK 

London Cambridge Brighten Oxford Hastings 
• g e ne ra l, incentive Sc bmiaeu ;«■ a nurri j iw d British Council fieARELS 
■■Cambtidge, TOEFL 8c ARELS beams . (0171). 795 6685 

Tbetegettoompaay rfia ldnd,-witfi more dido 60 offices in ovra 30 eouanka 

•’•ddwidei CT has oiwJO yewofexpo’lenoeln protiding faMuagearaiiaa. 


Exhibitions 


To advertise confererrces, 
exhibitions, trade fairs, conference 
venues and training courses to 
approx 1.2 million readers 
worldwide. 

Contact Lucy Batizovszky on 
0171 873 3507 
fax 0171 873 3098 


Financial Times 


LANGUAGES 
FOR BUSINESS 

• Tatared (ration tor business people 

♦ Corses tor ixSvidusis and groups 

• hranpany or« tu'cenbes in 
London, Oxford, Brighton and Kent 

♦ Ewm leading in war <0 •' 
languages ktcftxEng Engjteh- . 

Regent Ung uap hona ' 

5 Percy Street London WP 9FB 
Telephone: 0171 637 8041 
Fax: 0171 580 0122 


5 avoir- ' Fair 


Did yourlairtme^wKoverseas go as weB as you had 
hoped ? Ntv^VUhy-Mt? Did you lose out to a competitor 
'•> ; wfio iflcf language of the customer ? 

let it happen ;agaln ^ ; 


Can you afford to de u: 

Europe .without ue? 
)1S03 6 66 9b 7 F<".x S620yi. 


Can J for detalteof 'Doing Business In* 
•> v ^i^ lch/Gen na n rSpanteh NOW on 

i OVm* 1 ■ - 91 5 0903 
~ 643 4334 
.ei, ®18l - 228 36C»7 '■ . i 
• ' 0131 - 228:7188 
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FORTIS DELIVERS A POWERFUL PERFORMANCE 

Time and again. Form has managed to record impressive profit growth. Profit over 1995 of the latest Fortune Global 500 table revealed drat. Form had men to 135th place. 


climbed by 15% to ECU 631 million. This achievement is largely due to the strength of the 


operating companies. 

The Fortis companies, of which there are over 100, include such 
household names as AJVLEV and VSB in the Netherlands and AG 1824 
and ASLK.-CGER in Belgium. Plus companies like CAIFOR. a joint 

venture with Spanish bank ”Ia Caixa”. 

Together, the Fortis companies offer a very broad range of 
financial services. From leasing, private banking, health insurance, savings 
products and loans, to pensions and the insurance of industrial risks. 


■OPERATING ACROSS WESTERN EUROPE. 
THE USA AND AUSTRALIA. 

•TOTAL Assets AT THE END OF 1**5: 

ECU IZA BILLION. 

■A WELL-FOCUSED GROWTH STRATEGY. 
BOTH WITHIN THE OROUP COMPANIES 
AND THROUGH ACQUISITIONS. 
•FINANCIAL OBJECTIVES: 

RETURN ON SHAREHOLDERS' EQUITY OF 
AT LEAST 12%: 

ANNUAL GROWTH OF EARNINGS 
PER SHARE' 7-12%. 

•A GOOD TRACK RECORD IN MEETING 
FINANCIAL AND STRATEGIC OBJECTIVES. 

E El r f.OMtIMD SI KING IIIVUF F 17 A ) 15 


Clearly then, the chosen strategy is working arid should be continued. A strategy which 
gives our operating companies around -the. world the freedom" to serve 

UROPi. . 

the market in their own way. And at the. s am e time draws maximum 
t ats gy. .advantage from their combined strengths. Allowing them to benefit from 

’anies '* '• i . C ■ . ■ -■ .. j . 

is. each other's expertise -and experience. And: guying them the .financial 

jity of resources to invest properly in their orgamzarional structures, the latest 

. information technology, and tra inin g for staff members. . 

EE TING " : ' • 

■ CTlves .- The necessary foundation to allow. Fortis to deliver a powerful 

f roRjia performance in the years to <»^/!Tl^aj the\chafiepge for more than. 


In short, rhe whole field of banking, insurance and investments. That's the field in which 30,000 Fortis people. For moreinformation: 31 (0) 30 

Fortis has thrived. And Fortis is well on the way to becoming a major player. The publication 32 (0) 2 220 9349 (B). Internet: httpv'/www.fomsxom . , 

INSURANCE • BANKING • INV.E S- T M .B‘N T S. /• ■' " i: ■ . „ '. 
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SPORT / ARCHITECTURE 


Michael Thompson-Noel * Sport 


Not everything rosy 
at Manchester United 


M anchester Unit- 
ed's share price 
has been frisky 
of late. Perhaps 
I have lost the thread of this 
particular narrative, but 
against a 52-week low of 188p 
the club's share price 
recently hit a high of 595p, 
producing a flurry of take- 
over rumours - despite the 
Tact that United, easily the 
biggest and most profitable 
of Britain's quoted football 
clubs, may be heading for 
the doldrums, soccer-wise. 

As the PT observed last 
week, the likelihood of a 
bonanza in pay-per-view tele- 
vision revenues and other 
profits makes it easy to 
understand why a predator 
would be keen to buy Man- 
chester United, even though 
speculation has made its 
shares look expensive. 

However, what is intrigu- 
ing is the possibility, so far 
not mentioned by the cream 
of Britain's soccer writers, 
that United - England’s 
league and FA Cup champi- 
ons - could be in trouble, 
and may have to spend large 
sums rebuilding Its 
team. 

(7 had better declare an 
interest. I own no shares in 
Man Utd. but one of my pas- 
times - harmless, profitable 
- is sports betting. Shortly 
after the start of the season I 
invested a languid £100 at 
13-8 on United to retain its 


Premiership title, the precur- 
sor, I imagined, of several 
bigger bets. Also, f offered 
certain persons - colleagues 
- good odds (7-2) against 
Newcastle winning the Pre- 
miership. and other good 
odds (22-1) against Newcastle 
winning the league-FA Cup 
double. Those persons 
weighed in heavily. All these 
bets of mine are looking 
daft.) 

Perhaps United will soon 
shrug off its early-season 
stupor and incompetence, 
but I suspect Chat United's 
manager, Alex Ferguson, 
knows be has several expen- 
sive problems to mull and 
ponder. For a start, he may 
be wondering what pos- 
sessed him to buy Jordi 
Cruyff and Karel Poborsky. 
Above all, Erie Cantona, 
United’s poetic Frenchman, 
looks a miserably spent fire- 
work . 

At last Friday's closing 
price, Man Utd was capital- 
ised at £337m. Before anyone 
thinks of paying over the 
odds for it. they ought to 
wait and see whether this 
prognosis is correct. 


■ En glish racing is as good 
as they say it is. Excellent 
racecourses. Venerable 
races. Some top-notch 
horses. But it can also be 
pretty bad. Snobbish. 
Bureaucratic. Conservative. 


Amateurish. Farcical. 

It was the farcical face of 
English racing that was to 
the fore at Haydock race- 
course last week when rac- 
ing was abandoned because 
21 jockeys refused to ride in 
the second race, claiming 
the course had been made 
dangerously slippery by- 
heavy rain. Minutes earlier, 
the stewards of the meeting 
had declared the course safe 
to race on. 

You would think, would 
you not. that if 21 profes- 
sional jockeys - among them 
some of Europe's finest, 
including Pat Eddery and 
Frankie Dettori - said the 
course was unsafe, the likeli- 
hood would be that the race- 
course was, indeed, not safe 
to race on? 

However, the jockeys were 
vQlified in terms that, once 
again, spoke volumes about 
the imperious mentality that 
still scars English racing, 
despite its claims to have 
modernised itself sufficiently 
to hold its own in the 
increasingly fierce struggle 
for sports fans’ patronage. 

Some of the things said 
about the jockeys beggared 
belief. One owner said he 
was “disgusted” with the 
little men. “Who is running 
the game?” he asked. His 
son said: “It’s just mob 
rule. These jockeys are 
getting like footballers. 
They are just too big 


for their boots.” 

A trainer claimed the little 
men were "windy, gutless 
and over-paid", and added: “I 
can’t believe racing was 
abandoned. If one of my 
apprentices had refused to 
race Td have sacked him on 
the spot.” 

The matter has now been 
passed to the fragrant souls 
at the Jockey Chib, whose 
grasp of public relations is 
often skew- whiff. So here, 
for their benefit, is £15,000 
worth of free PR consul- 
tancy: 1) Send large bunches 
of roses to each of the 21 
little men. together with 
hand-written apologies. 2) 
Instruct all owners and 
trainers who were at Hay- 
dock last week to attend the 
next Haydock meeting, and 
to parade in front of the 
grandstand on tmwflw and 
knees. 3) Fine Haydock’s 
management £200,000 and 
give the nrnnpy to charities 
that rescue racehorses from 
the knacker’s yard. 


■ Boxer Mike Tyson's four 
fights since bis release from 
prison in March last year, 
following a rape sentence, 
have been such insubstantial 

affair s — lasting less than 

eight full rounds in total — 
that Evander Holyfield, who 
is due to fight Tyson for the 
WBA heavyweight title in 
Las Vegas on November 9. is 



Eric Cantona deft) had a dismal day for Manchester United, who were. 


3-0 by Newcastle yesterday 


having to work hard to stir 
interest in bis long overdue 
meeting with Mighty Mike. 

In his last fight. Tyson 
brushed aside Bruce Seldon 
in 109 seconds - adding to 
fans’ displeasure with the 
heavyweight division. Natu- 
rally, Holyfield says Tyson 
has been overwhelming 
rivals who have neither' 
brain nor brawn; and that he 
- Holyfield - is the one to 
change things. 

Tyson was champion and 
Holyfield ranked No 1 when 
Tyson was knocked out in 
1990 - his only defeat - by 


Buster Douglas. Then Holy- 
field and Tyson were to have 
fought in November 1991 - 
when Holyfield was^ undis- 
puted champion. But Ty&on 
hurt his ribs in tr aining and 
the fight was lost because of 
Tyson’s trial. . \ . 

T don’t care what some- 
one has done to someone; 
else," Holyfield said last 
week. “He hasn't done it to 

me." 

: Drumming up interest in 
his big pay-day with Tyson 
Is one thing . But I have a 
feeling those words of Holy- 
field’s will prove to be the is 


uu wisest words uttered- by 
. anyone, anywhere, for. any 
reason, in any language, this 
year- . V . • 


■ Whatever Atlanta says or 
does, . it . will always ..he. 
known as the city, that 
staged one of the least satis- 
factory Olympic Games. And 
it still hasn't worked out 
- whether its' pwnBc this sum- 
mer made a small Idas; a 
small- profit, or broke even. 

.' rlbe. other day, US and 
international Olympic offi- 
cials denied reports that 


Atlanta, had. suffered a large 
deficit oh its botched games. 
They dismissed French news 
reports that said Atlanta bad 
lost of tens of mfiKons of dol- 
lars on its $1.71x0 budget. 

'. John Krhnsky, deputy sec- 
retary-general of the US 
Olympic. Committee, was 
upbeat. “I. have a high 
degree of confidence that the 
games in Atlanta will show 

gnmuHiirtg 1 n ifr pi* than a defi- 
cit,” he S«1it- “I think we Will 
have some good news in 
Decetnheg. -I.. don’t: expect 
great hews. But good news Is 
'anything hijack.” ' 


T here is a tide running 
through London at the 
moment - the tide of 
civilisation. 

The flow begins at the Tate 
Gallery on Mill bank, where an 
exemplary exhibition shows how 
classical civilisation was brought 
back to England in the luggage of 
the Grand Tourists. The river 
continues to run through the 
halls of the Royal Academy 
where the Living Bridges exhibi- 
tion depicts how inhabited 
bridges can dignify and enliven 
the river. 

In between the upstream and 
downstream Tate galleries lies 
another centre of civilisation cur- 
rently in its first phases of 
renaissance - Somerset House. 


Colin Amery • Architecture 


London’s “tidal wave” of civilisation 


Sir William Chambers, its 
architect, died 200 years ago and 
the anniversary is being marked 
with the house's largest architec- 
tural exhibition ever. It is a pow- 
erful experience to be in the main 
room of Chambers’ best building 
and be surrounded by all the evi- 
dence of his powerful architec- 
tural and political career. 

His life was far more remark- 
able than might be thought from 
his rather academic architecture. 
Bom in Sweden to a Scottish 


merchant in 1723, he began train- 
ing as an architect under the 
great Jaques-Franpois Blondel in 
Paris at the age of 26. Chambers 
then spent five years in Italy, 
whereupon he was soon 
appointed architectural tutor to 
the Prince of Wales, the future 
King George HL 
It was his knowledge of things 
Chinese that drew him to royal 
attention as well as his designs 
for a mausoleum far Frederick, 
Prince of Wales. In 1757 the dow- 


ager Princess of Wales asked the 
young Chambers to lay out the 
grounds of her house at Kew and 
embellish them with Chinese 
temples and the great pagoda. 
His Chinese- theme drawings, 
published in 1757 and on show in 
the current exhibition, must have 
made quite an impression at the 
time as they were some of the 
first views of China drawn by a 
western architect 
But Kew was more than just a 
few Chinese follies abandoned by 


the Thames - Chambers wanted 
it to be a walk through world 
architecture. There were text- 
book classical buildings, Roman 
ruins, and Moorish. Turkish. aha 
Gothic buildings. The pagoda was 
then, and re main^ the most- 
ambitious Cbinoiserie structure 
in Europe. On one side of the 
pagoda was toe Alhambra vividly 
coloured and tiled and on the 
other a mosque with, two mina- 
rets and a blue dame. . 

Chambers' sense of fun shown 


in these revolutionary royal 
buildings seems to have deserted 
him when it came to his impor- 
tant' public works. He was 
appointed surveyor-general- and 
comptroller to the Office of 
Works in 1782, and his vital work 
is the site o£ tins exhibition: Som- 
erset House. - 

The heart "of the exhibition is 
in the Great Rooxn-buBi for the 
annual exhibitions at the Royal 
Academy. lb 'the centre of the 
room is a showcase of Chambers- . 


designed gold, silver and ormolu 
- arid it is ravishing staff. The 
'mixture of drawings, paintings, 
furhiture, clocks and architec- 
tural' makwi this one of 

the best architectural exhibitions 
for a long time. The rooms of 
Somerset House themselves look 
better than they ever have. 

There is' a unique opportunity 
to visit the' Navy- Stair oa Satur- 
day afternoons the exhibi- 
tion closes zuE&t January. 5. The 
stair is inn stefiJontseen part of 
the budding, as it is still oocu- 
pied by the Cmruanssioneirs of the 
Inland; Revenue. This .is one of 
the most remarkable stairs in 
-Engiafid, for it teaps/hpross a cir- 
cular space hi a way that looks 
technically impossible. 
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As it revolves around the Earth, our satellite will help the wheels of industry turn more smoothly. 
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Travel News - Roger Bray 
Supersonic start 


British Airways ma y 
introduce ticketless travel 
on Concorde flights ue>:t 
year. The airline is already 
experimenting with the 

system. which does away 
with conventional paper 
tickets, on its 
Gntwick- Aberdeen route. 
The London -New York 
supersonic service has been 
earmarked for its first 
long-haul trial. Concorde, 
which attracts a high 
proportion of regular, 
sophisticated travellers, is 
seen us an ideal testbed. 

Meanwhile Lhe 
International Air Transport 


Association is on the point 
of announcing common 
industry standards for 
electronic ticketing. 

First step 

Beirut, patching itself up 
after years of civfii war, is to 
get its first Holiday inn. 

The 186-room Martinez is 
dee for completion by the 
end of 1998 and promises a 
swimming pool, fitness 
centre, restaurants, an 
executive floor and 
extensive meetings 
facilities. The development 
is part of a long-term 
strategy by Bass subsidiary 


Holiday Inn Worldwide to 
manage 30 properties in the 
Middle East by the turn of 
the century. 

Shopping spree 

Transatlantic business 
travellers flying from the 
UK’s Birmingham airport 
next month wfl] get a £100 
voucher to spend in the 
duty-free and tax-free- shops. 

To qualify, passengers 
must book a flight in the UK 
departing in November in 
British Airways’ Club World 
cabin to New York or 
Toronto or an American 
Airlines business-class or 
first-class flight to Chicago. 

The Midlands airport, 
which handled 5.45m 


travellers In Its last full 
financial year, wants to 
make more business 
travellers aware of its US 
and Canadian links. 

Regional rise 

More travellers are hopping 
around Europe on regional 
airlines. Last year saw 
passenger growth of almost 
13 per cent on such services. 
The first three months of 
this year produced a further 
16 per cent increase. The 
figures are from the 
European Regional Airlines 
Association. 

Aside from the 
post-recession increase in 
business travel, there are 
two main reasons for these 


impressive figures. One is 
the deregulation of Europe’s 
air routes, the other the 
trend among big carriers to 
concentrate on the busiest 
routes while handing over 
the rest to franchise or 
code-sharing partners. 

Route shake-up 

To make way for domestic 
expansion, Deutsche BA. 
British Airways' German 
partner, will drop three 
loss making international 
services at the end of this 
month from Its Munich base 
to Paris and Madrid and 
Berlin to Oslo. 

Early next year it will 
launch flights from Munich 
to Hamburg and Cologne. 


Greener hotels ... 

Environmental awareness 
by hoteliers is not merely 
politically correct- It also 
saves a lot of money. Cuts 
in energy consumption at- 
the Inter-ContmentaTs 190 
properties reduced the 
chain’s costs by 27 per cent 
between 1988 and 1995. The 
Yokohama Grand alone has 
slashed its bill for hot water 
other such ess ent ials- by 
$2 .3m over three years, 
despite increasing 
occupancy from 56 per cent 
to 71 percent. 

' So when yon get ready for 
dinner, take a shower 
instead of a bath - and turn 
the bedroom lights off when 
you leave. 


Likely weather in the leading business centres 
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Airoe Cohen on how Biilund airport is successfully linking Jutland, home of the Lego Group, with the rest of Europe 

town grows up 


gflfi/X 




iven a few hours 
and a bucket of 
Lego toy bricks, 
many a child has 
constructed an imaginary 
plastic airport. What few 
people know is that the Lego 
Group once built its own air- 
port. 

Lego is based in Biilund. 
Jutland, the western part of 
Denmark. When the group 
expanded rapidly in the 
early 1960s. it realised its 
potential was being frus- 
trated by poor communica- 
tions. The nearest interna- 
tional airport was 
Copenhagen, a drive of 
nearly four hours, and Lego 
considered transferring to 
the Danish capitaL 
Instead, in 1962. Lego built 
an airstrip near Biilund and 
bought an aircraft to fly its 
executives around Europe. 
Other businesses in the area 



saw what Lego had done, 
and with their lobbying the 
airstrip was converted into a 
large airport in 1964. 

Today Biilund is the sec- 
ond largest airport in Den- 
mark. despite the fact that 
the town's population is caly 
8,000. However, the catch- 
ment area includes much of 
Denmark's industry, and 
there are more than 2m peo- 
ple living within 75 min utes’ 
drive of the airport. 

Passenger volumes have 
increased rapidly in recent 
years as a result of aviation 
liberalisation w-ithin the 
European Union. In 1992. the 
passenger total was 1 . 2 m. 
This year it is expected to 
reach 1.9m. about 325.000 


higher than last year’s fig- 
ure. 

Of that number, half are 
flown by Maersk Air, which 
serves Copenhagen. Stock- 
holm. London. Amsterdam, 
Brussels. Paris and Frank- 
furt. Maersk also flies to 
smaller places in Scandina- 
via and to the Faroe Islands, 
whose airport has the short- 
est runway in the world that 
is served by a regular Boeing 
737 service. 

Maersk has just 
relaunched its business 
class. It has installed leath- 
er-upholstered seats, in an 
effort to distin guish its pre- 
mium product from its econ- 
omy class. Seat pitch is 33in 
- generous by short-haul 


standards - and there are 
only five seats in each row, 
compared with six in econ- 
omy. 

De nmar k’s largest airline 
after SAS, Maersk has seen 
its fortunes improve along 
with those of the airport it 
dominates, and turned in a 
profit of DKrl50m (£16m; in 
1995. Maersk is owned by the 
private A.P. Madder Group, 
the largest company in Den- 
mark and one of the world’s 
three largest shipping busi- 
nesses. 

Like Biilund. Maersk has 
thrived an deregulation and 
the freedom to open new 
routes wi thin the EU. In 1993 
it became the first BU airline 
to take 100 per cent control 


of a carrier in a member 
state when it bought the 
UK’s Birmingham European 
Airways, now a British Air- 
ways franchise. It also 
recently took a 49 per cent 
stake in Estonian Air. 

There is a handful of other 
scheduled carriers at Bil- 
lund. including Norway’s 
Braathens SAFE, but early 
next year Maersk’s position 
is due to be challenged seri- 
ously for the first time. SAS 
has announced that it will 
start flights to Frankfurt 
from January 6. and has 
scheduled its two daily 
departures only 10 minutes 
apart from those offered by 
Maersk. 

The plot thickens when it 


is realised that Frankfurt is 
the m^in hub of SAS's new 
partner. Lufthansa. Alli- 
ances thrive by finding suffi- 
cient small routes along 
which to drive passengers on 
to arterial long-haul services 
- so it would seem that even 
Biilund is to be affected by 
the realignment of the 
world's airlines. 

According to Jam Eriksen, 
Maersk’s senior commercial 
vice-president: “No doubt 
there is going to be price 
competition and excess 
capacity.” 

As competition intensifies, 
Biilund has plans for expan- 
sion. Unfortunately, it will 
not be possible to extend the 
existing terminal, which 
would disturb the sacred 
burial ground of King AmleL 
Instead, it has been decided 
to build a new terminal, 
which is due to open in 1999. 
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dvice for visitors to 
Johannesburg can make 


A 

scary' reading. Motorists. 
JL JiLfor example, are some- 
times told that police are 
unlikely to treat someone who 
drives at high speed through a 
red light harshly if they were in 
fear of their lives. 

It is tempting to ignore the 
advice. After all. from the com- 
parative safety of your car during 
the day. Johannesburg looks like 
any city. But one of the less pal- 
atable consequences of the col- 
lapse of the apartheid regime has 
been soaring crime: Johannes- 
burg has the dubious distinction 
of being regarded as one of the 
world’s most dangerous cities. 

Yet overseas arrivals continue 


Downtown, with an armed bodyguard 


to grow as both tourists and busi- 
ness travellers benefit from the 
return of South Africa to the 
world community. According to 
Satour. the tourist authority, the 
number of visitors, including 
business travellers, rose 52 per 
cent in 1995 compared with the 
year before. 

In fact business travellers are 
unlikely to stay in downtown 
Johannesburg. Rising crime has 
prompted businesses to move to 
the safer northern suburbs of 
Rosebank and Sandton. There are 
hotels downtown that still cater 
for business travellers - one. The 


Carlton, will, on request, provide 
an armed bodyguard for its 
guests. And. despite the flight 
from the centre, financial institu- 
tions still have bases downtown. 
The stock exchange is also 
located in the heart of the central 
business district. 

Control Risks, the UK security 
consultancy. advises that it is 
reasonably safe to walk around 
the central business district by 
day. but that it should be avoided 
after 6pm. 

Grant Gordon, a director of 
William Grant & Sons, the Scotch 
whisky distiller, says the area 


V 


becomes “eerie" later on. “I 
stayed in one of the big down- 
town hotels about three years 
ago and I remember stepping out 
into the street in the evening and 
finding the place empty. I didn't 
want to stay downtown again. ” 

Like most business travellers, 
he now stays outside the city. 
“We’ve done what most people 
have and decamped to Sandton - 
it’s a very pleasant place, there’s 
lots of activity in the evening. 
You can really feel very isolated 
if you stay downtown.” 

For those businesses that have 
stayed put in the city, security is 


comfortingly draconian. Access 
to a building is often via a 
guarded parking lot and visitors 
are subject to a second check at 
the lift area. Even restaurants 
have s imil ar barricades. 

One thing that has improved 
for business travellers to South 
Africa is the international con- 
nections. As Gordon remarks: 
“It’s much easier to get in and 
out of South Africa. I can now 
plan trips to Australia via South 
Africa, and you can flick across 
to South America." 

The downside, according to 
Kyle Davis of travel group Ameri- 


can Express, is that business 
class airfares to South Africa 
from the UK are rising more 
sharply than overall prices out of 
the UK. 

Until recently only British Air- 
ways and South African Airways 
flew from the UK to Johannes- 
burg. The arrival of Virgin Atlan- 
tic has not, as yet, exerted any 
downwards pressure on fares. 

Another downside for tbe busi- 
ness traveller is pressure on the 
airports. Tara O’Connor. Africa 
analyst at Control Risks, says 
that many South Africans prefer 
to commute from Durban or Cape 


Town to Johannesburg. As well 
as tbe sheer numbers, the air- 
ports are also affected by crime. 
However, policing has been 
stepped up markedly, and a bar- 
rier just inside the terminal 
building prevents anyone who is 
not a passenger getting too far 
inside the airport. 

“You coold be paranoid and 
stick to the supersafe option." 
says O'Connor, “by staying in 
your hotel, eating in its restau- 
rant.” But, as Gordon remarks, 
with South Africa emerging as an 
important market for consumer 
goods, “you can’t afford not to 
be there”. 

Kate Bevan 
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HOUSTON 

Daniel Catan’s opera Ftorancta en 
el Amazonas receives its world 
premiere at the Wortham Center 
on Friday. The opera, about a 
singer who journeys up the 
Amazon in search of her long-lost 
lover, is pert of Houston Grand 
Opera’s programme of new 
works aimed at American 
minorities. Sheri 
GreenawaJd stars 
in a staging by 
Francesca 
ZambeJfo 
fright). 




LONDON 

The still audacious 
and authoritative 
Edward Bond (right) 
directs the British 
premiere of his own 
play In trie Company 
of Men, which 
opens in RSC 
repertory tomorrow 
at The Pit The cast 
is led by George 
Anton and David 
Ryali. 

Janet McTeer 
is Nora In a 
new version 
of Ibsen's A 
Doll's House 
by Frank 
McGuinness. 

Opening on Thursday at the Playhouse 
Theatre, it is directed by Antony Page. The cast 
also includes Owen Teale and John Carlisle. 



London's latest 
Hamlet is Michael 
.Maloney. His maty . 

previous ■ 

Shakespeare iotas 
have-lncluded the / 
Dauphin ''Si the , . 
Branagh film of 
Henry V, and - with 
the RSC - Romeo 
and Prince HaL This 
Hamiot. opening at ' 
the Greenwich 
Theatre on 
Wednesday, is 
dbected by Phffip , 
Franks. • ■ 

The Tate Gafler/s 
latest exploration of . . 
the work of J.M. W. 
Turner focuses on his 
tour of the north of England in 1797. wben he W39 22. 
which had en infiuenoe on his creative output for the 
rest of Ns Bte. The exhibition opens tomorrow. * ;: 



PATOS 

TheOpoa BaUet presents a triple 
6ift-whteh Incfcides f AshtoiiTs 
Rhapsody. Ws first work to be. - . 7 
staged by the company. ' Agnes .. 
de MifteJa Fall River Legend and- 
'Lffaris ciazzSrig Strtte-'an' t&mc. ' 
compiet* the programme on . 7 
Thursday at the Palais Gamier; ,■ . 


VmHNA 

The Viennese premiere of Verdi s 
; StjWatfo takes p tace on Saturday 
atihe, State Opera, in Elijah 
Mbshinsky’s (below) production 
ftotn Covert Garden. The cast *s 
-headed by Jose Caneras. Mara 
Ssripteri and Renato Bmson. end 
theoopductor is Fabio Ltasl. 


BIRMINGHAM 

As. part of oetebraJtona marking . .. 
Copenhagen's year as cufturtl J - . 
capital of Europe, the Danish " 
National. Radio Symphony V;*-.. !- 
Orchestra visits the UK ,tWs week;, 
with its chief .conductor, . 

ScWrmer (above). The touropensr 
on Friday at BirmingHam’s ," ' • . 
Symphony Hall, and features: ’ , 
symphonies, by two Danish V; 

composers, Nietsen and Stint; -v 
Sorensen. • . • ” - ."V. i‘ 

-- 


ROTTERDAM- 

A ratiospective ofthe Engfeh , 
ceramieist Martin Smith (b.'ltXKJ)- 
':ppeins at toe Borpnans Van ■' ■ ■: • **r 
■Beunfngan Museum on Saturday. 
Smith has developed areputaftaR^ 
tcrassembfing cut-up faorisTritb^ .. 
pots whose shapes.chaltenge V* ■ * y 
traditional ideas about- rnpdeDed’ ;: . ; V 
ceramibvesseis. 



Junk bond ballet 

Tracy Corrigan reports on the background to an avant-garde 
interpretation of the rise and fall of Michael Milken 


ITTna here are two schools 
f I of thought on Michael 
Milken, the king of 
the 1980s junk bond 
market. The first is 
that Milken helped his greedy, 
often rather talentless cronies to 
strip the assets of established 
companies without regard for 
either the letter or the spirit of 
the law. making himself one of 
the richest men in America in 
the process. When he was even- 
tually prosecuted and sent to 
prison, he got what was coming 
to him. 

Then there is the revisionist 
history: Milken's espousal of 
junk bonds - bonds issued by 
companies with lowly credit rat- 
ings - gave small entrepreneur- 
ial companies real access to capi- 
tal for the first time, enabling 
them to bid for bloated blue- 
chips. His achievement was the 
demoeratisation of capital, no 
less, and bis subsequent down- 
fall was the wrath of the estab- 
lishment descending on a social 
upstart. 

There is truth in both these 
readings of events. But I was 
surprised that Karole Armitage's 
The Predators' Ball. an 
•••! van t -garde “multimedia" ballet 
.used on the 1988 book by Con- 
nie Brack and performed last 
week at the Brooklyn Academy 
of Music, so wholeheartedly 
espouses the revisionist version. 
Her treatment of her subject is 
usually sympathetic and at times 
almost reverential in tone. 

Armitage's 'Milken is a rather 
cold but brilliant visionary. His 
! Q is unmeasurable. He is lik- 
ened to Copernicus and Luther. 


His only problem is **a discipline 
so intense that it takes over his 
life". At worst, be comes across 
as a junk bond nerd who just got 
carried away. 

This seems rather too generous 
a reading of events. True. Milken 
was not your average sleazeball. 
He didn't smoke, do drugs, drink 
alcohol or even coffee or carbon- 
ated drinks. But he was a bond 
salesman, for God's sake. At his 
annual junk bond shindig - the 
eponymous “Predators’ Ball" - 


their heavy reliance on debt fin- 
ancing. Milken was indicted in 
1989. In 1990, following the col- 
lapse of the junk bond market. 
Drexel was forced to declare 
bankruptcy. 

Mach is made in the ballet of 
Milken's evangelical zeal. This is 
well documented. Brack says he 
credited himself with having 
“led the revolt of an underclass 
to scale the walls of corporate 
America and depose the rich, 
credenti aled and powerful". One 


He is likened to Cope micits and Luther. 
His only problem is ‘ a discipline so 
intense that it takes over his life ’ 


one executive was charged with 
ensuring that clients were sur- 
rounded by attractive girls, paid 
“varying amounts, depending on 
how pretty they are and what 
they']] do", according to a source 
in Brack's book. Armitage's bal- 
let conveys little sense of the 
palm-greasing and back-scratch- 
ing which were part of the 
modus operandi of Milken's junk 
bond and leveraged buy-out mar- 
kets. 

Milken was the driving force 
behind the creation of a SlOObn 
junk bond market out of virtu- 
ally nothing, in the process 
reviving the flagging fortunes of 
his firm, Drexel Burnham Lam- 
bert. which he joined in 1970. 
Junk bonds came into theiiyqwn 
in the 1980s. when they financed 
some of the largest corporate 
takeovers in history - known as 
leveraged buy-outs because of 


may not shed tears for the Wall 
Street elite whose franchise he 
stole, nor for Armitage's "bine- 
bloods at bine-chips" who were 
paid off handsomely when their 
firms were bought out But it is 
difficult to feel enthusiastic 
about those he empowered - 
mostly a motley crew of oppor- 
tunists with shady business prac- 
tices and blemished histories. 

Finally, there is the issue of 
Milken's criminality. The most 
vehement apologists for Milken, 
like Daniel Fischel in his 1995 
book Payback: The Conspiracy to 
Destroy Michael Milken and his 
Financial Revolution, believe 
quite simply that Milken did 
nothing wrong. Some think he 
was a victim of anti-Semitism. 
Fischel describes what happened 
to Milken as worse than the 
McCarthyism of the 1950s. That 
some powerful interest groups 


were not displeased by Milken's 
removal from the scene is indis- 
putable. But be gave his enemies 
plenty of ammunition. Insider- 
trading laws are notoriously ill 
defined - Fischel argues unnec- 
essary - but even ignoring the 
insider-trading charges, the fact 
remains that Milken got rich, in 
part, by ripping ofT his clients: 
investors, who were sold bonds 
at less favourable prices than his 
own Investment partnerships: 
and companies, who were forced 
to offer Milken warrants in 
exchange for placing their 
bonds. Hardly the stuff of which 
heroes are made. 

But that is how Armitage 
appears to perceive Milken. If 
the references to classical Greek 
tragedy are meant to be ironic, 
then she should have been 
tougher on him. In Armitage’s 
ballet, if Milken oversteps the 
mark, it is through excessive 
zeal. He is driven, like the heroes 
of the Greek classics she sug- 
gests, to a tragic destiny by this 
single flaw. 

In fact, Armitage's vision is 
quintessentially American, not 
Greek. She cannot help but 
admire Milken as a self-made 
man, a doer, an incarnation of 
the American dream. The prob- 
lem with her characterisation of 
him is that Michael Milken is 
interesting for what he did 
rather than who he is. He was a 
great salesman, and he changed 
the face of corporate America. 
Bnt personality? Moral sub- 
stance? Not really. The story of 
Milken's deals and dealings 
made a great book, bnt not a 
great ballet 


Dance critic William Deresiewicz questions the choreographer's perspective 

Fewer markets, more movement 



Daniel Pirrie and Adam Chalk as wealthy teenagers on trial for murder Ala&tair Muir 


Theatre/Sarah Hemming 

Motivations for murder 


"•'I y?* - arole Armitage and 
( Vf Michael Milken. 1980s 
l . jV\ icons in their respective 
_ZL xs.. spheres. have this in 
common: neither exhibits much’ 
in the tvay of a moral Imagina- 
tion. Milken. Famously, knew not 
what he did. And Armitage 
H v.vs not what he did either. 

* The Predators' Balt certainly 
pretends to important judgment. 
A smirking, silver-suited god and 
hip-hop chorus, together with 
much loose talk about Destiny 
and Fate, represent the choreog- 
rapher's attempt to appropriate 
tin.* meanings of Sophoclean 
drama. 

5al ihe narrative is so clumsily 
handled that the grandeur of Mil- 
ken's insane ambition gets frit- 
tered .iway in facile explanation. 


The problem with the produc- 
tion is neither the improbability 
of its conception, nor the aggres- 
sively pop-cultural manner of its 
treatment: with the second of 
these I certainly have no quarrel. 

Milken and his stiff-suited kind 
may have had little in common 
with the rappers and break-danc- 
ers and party-kids through whose 
music and dance Armitage sets 
out to tell bis story', but the con- 
flation is persuasive and. in the 
first ten minutes at least, effec- 
tive. For all their differences, the 
markets and the clubs belonged 
to the same world. The markets 
produced the money that fed the 
clubs; the clubs produced the cul- 
ture that eroticised the markets. 
The common denominator, as 
Armitage knows, was style: 


speed, loudness, propulsive 
thrust; arrogance, cynicism, an 
inventive kind of cunning. 

When she manages to keep the 
elements in synch, her hip-hop 
bond- trading and techno-pop 
Congressional testimony give vis- 
ceral form to desperate, blind 
desire. But for the most part, she 
does not manage to keep them in 
synch. Chunks of turgid exposi- 
tion alternate with equally turgid 
chunks of dance. 

On the one band. Armitage 
delivers her arguments in brute 
monologic form: a video 
voice-over about Milk en’s genius, 
a tirade from the man himself on 
his “demoeratisation" of the bond 
market. On the other, she seems 
largely oblivious to the meta- 
phoric implications of her appro- 


priated styles. Much of the dance 
material takes the form, not of 
hip-hop at all, but of ballet, a 
genre without discernible rele- 
vance to her subject. 

To be fair, the production is 
not without its pleasures. If noth- 
ing else, Armitage knows how to 
put movement together. The 
dancers of MaggioDanza di 
Firenze, where she serves as 
director, brought off her hand- 
some, slashing combinations 
with tireless precision and chic. 
Best of ail was the voguer Stan- 
ley DeVaughn, a paragon of cool 
sexuality and serpentine grace. 

But the divorce of story and 
styles points to the production's 
central problem. Armitage 
achieves no perspective either on 
her material or on her methods. 


O n my way out of Never 
the Samer I bought a 
newspaper reporting a 
judge's verdict on a 
boy who stabbed a London head- 
master. On the train home, the 
woman opposite me was reading 
a book entitled Children who Kill 
Certainly, John Logan’s play 
about the infamo us Chicago kill- 
ers. Leopold and Loeb, is nothing 
if not topicaL 

Logan’s 1985 play (revived at 
the Arts Theatre, London in a 
remarkably smooth production 
by Ring’s College School, 
Wimbledon) has two strands to 
it. It is a psychological whydun- 
nit and a piece Of campaigning 
drama. On the one hand, it takes 
the case of the two "thrill- kill- 
era", the wealthy teenagers Rich- 
ard Loeb and Nathan Leopold 
who murdered a 14-year-old boy 
in 1920s Chicago for no apparent 
motive, and explores their rela- 
tionship and their motivation. On 
the other, it examines the reason- 
ing of the fine attorney, Clarence 
Darrow. who took on their 
defence, pleading them guilty but 
arguing that the death penality 
should not be applied. 


By twisting these two strands 
together, Logan plays the boys' 
apparent callousness off the law- 
yer’s compassion to get to the 
nub of Barrow's argument: that 
mercy, rather than vengeance, 
should guide the application of 
law. In his summation, forcefully 
arguing that the two should not 
- be hanged, he states “Tfcnow the 
future is with me, arid what I 
stand for here,” The irony in 
Lagan’s play, of course, is that, in 
•the writer’s native America, Dor- 
row’s confidence in a future with- 
out the death penalty has only 
partially been borne out 
The play is the stronger for not 
romanticising the two boys. They 
come over as arrogant, spoilt and 
foolish. But behind their explana- . 
tion. that they killed their victim 
as an “experiment” driven on by 
a misguided application of Nietz- 
schean philosophy, Logan detects _ 
a complex web of passionate feel- f 
ings. Richard Loeb emerges as an 
incomplete person t rich' attract 
tive, popular - yet driven by fan- 
tasies and a desperate desire for 
control; Nathan Leopold as the 
loner who fuelled Loeb’s fanta? 
sies with his adoration and -sex- 


ual obsessiveness- As one of the 
psychiatrists, remarks, individu- 
ally neither would probably have 
committed .the murder, but 
together they galvanised each 
other towards destruction. 

Jt Is. a slit*, wen made play, 
flipping in ami oat of the court- 
room, using flashhacks to draw 
us into the boys’ behaviour and 
employing a gaggle of reporters 
to suggest frte Intense excitement 
of the people of Chicago over the 
case. The dialogue sports some 
dunking clfehte (“Boys, I got the 
rest of my 'life,” says Darrow, 
when one of them asks him how 
much time. he has), bnt the play 
still grips. 

. The- young company, directed 
by Philip Swan, give if a polished 
production, crowned by two con- 
vincing performances from Adam 
Chalk as the slight, withdrawn 
Leopold and Daniel Pirrie as the 
'Charmfog efifervescent Loeb; and 
a touching one from Christopher 
Day as the great attorney whose 
wisdom -movies him to condemn 
tiie sin but “never the sinner”. 

Arts Theatre: London WC2 to 
November. *-<0171-836 8334) 
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H AMSTERDAM 

CONCERT 
Concertgebouw Tel: 
31-20-6718345 

Q Nedertands Kamerorkest: with 
conductor Hartmut Haenchen and 
violinist Shiomo Mints perform 
works by Bartdk. Beethoven and 
Mozart; 8.15pm; Oct 26 
9 Symphcnieorchester des 
Bayerischen Rundfunks: with 
conductor Lorin Maazei perform 
works by Beethoven and R. 
Strauss; 8. 15pm; Oct 22 

m ANTWERP 

dance 

De Singel Tel: 32-3-2483800 
9 Nuit: a choreography by 
Mathilda Monnier to music by 
Cage, performed by the Centre 
5,,-toreographique National de 
Montpellier. Soloists include Uuis 
Ayet Puigamau, Seydou Boro and 
German a Civera; 8pm; Oct 22, 23 

B BARCELONA 

EXHIBITION 


Christie's Barcelona Tel: 
34-3-4878259 

• Modern and Contemporary Art 
from the 19th Century: exhibition 
at the Hotel Husa Palace, marking 
the launch of Christie's new office 
in Barcelona. The works on 
display will be auctioned in 
London in November and 
December. Artists represented 
include Merfren. Renoir, Sisley. 
Vuillard, Leger, Rothko, Tapies, 
Saura. de StaOI. Fontana and 
Soulages; from Oct 21 to Oct 22 

B BERLIN 

CONCERT 

Konzerthaus Tel: 49-30-203090 
© Ensemble UnitedBerlin: with 
conductor Shao-Chta LCi and 
soprano Michiko Hirayama 
perform works by Yun, Scelsi and 
Kubo; 7.30pm; Oct 24 
Philharmonie & 
Kammermusiksaal Tel: 

49-30-261 4383 

• Breslauer Kammerorch ester 
Leopoldinum: with conductor 
Stefan Bevier. violinist Viktor 
Kuzniecow and soprano Celestina 
Casapietra perform works by 
Vivaldi, Tosti. Verdi and Puccini; 
8pm; Oct 22 

■ CHICAGO 

THEATRE 

Steppenwolf Studio Theatre Tel: 
1-312- 3351888 

• The Viewing Room: by Rubin. 
Directed by Anna D. Shapiro, 
performed by the Steppenwolf 
Studio Theatre. The cast includes 
Paul Adelsteln, Heidi Mokryeki 
and Darryl Alan Reed; Wad - Fri 
7.30pm, Sat 4.30pm & 8.30pm, 


Sun 2.30pm (Oct 27: 6.30pm): 
from Oct 27 to Nov 24 (Not Mon) 

■ COPENHAGEN 

DANCE 

Det Kongellge T eater Tel: 45-33 
69 69 69 

• Hamlet a choreography by 
Peter Schaufuss to music by Sort 
Sol and Langgaard, performed by 
the Royal Danish Ballet and the 
Royal Theatre Orchestra; 8pm; 

Oct 23 

FESTIVAL 

Copenhagen Cultural Capital *96 
Tel: 45-33 77 96 33 

• Copenhagen Choir Festival; 
fourth edition of this festival 
featuring more than 25 concerts 
taking place in the heart of old 
Copenhagen. The festival focuses 
on choir music from the 20th 
century and music for choir and 
Instruments. The Phoenix 
Chamber Choir will officially open 
tine festival with a concert at The 
Danish National Radio Concert 
Hall on October 24 (8pm), 
tallowed by a performance of Cart 
Orffs Carmina Burana, Jed by 
conductor Michel Tabachnlk; from 
Oct 22 to Oct 27 

■ DUBLIN 

EXHIBITION 

National Gallery of Ireland Tel: 
353-1-6615133 

• William J. Leech (1881-1968). 
an Irish painter abroad: a 
retrospective exhibition of works 
by William J. Leech. It brings 
together more them 1 00 works 
and explores the artist’s drawings, 
watercolours and paintings, most 


of which are in private hands; 
from Oct 23 to Dec 15 

■ LISBON 

CONCERT 

Grande Auditdrio da FundagSo 
Gulbenkian Tel: 351-1-7935131 

• Renata Scotto: performance 
by the soprano, accompanied by 
pianist Edelmiro AmaJtes. The 
programme includes works by 
Gluck, Handel. Bellini and Rossini; 
7pm; Oct 22 

■ LONDON 

CONCERT 
Barbican Han Tel: 

44-171 -63841 41 

• Grant Maintained Schools' 
National Orchestra and Choir 
with conductor Robert Pepper 
and percussionist Evelyn Glennie 
perform Heath's African Sunrise 
and Manhattan Rave; 3.30pm: 

Oct 26 

Wig mo re Hafl Tel: 
44-171-9352141 

• Felicity Lott, Ian Bostridge, 
Matthias Gdme, Robin Blaze and 
Graham Johnson: the soprano, 
tenor, baritone, countertenor and 
pianist perform works by Britten, 
Schubert, Wolf and Poulenc; 
7.30pm; Oct 24 

EXHIBITION 

Victoria & AHxert Museum Tel: 
44-171-9388500 

• Green Furniture: Ecological 
Design: this display, featuring 
furniture made of recycled 
post-consumer waste, recyclable 
virgin materials, or materials from 
sustainable sources, shows the 
possibilities lor industrial mass 


production combining 
contemporary aesthetics with 
ecological responsibility; from Oct 
22 to Apr 13 

■ MADRID 

CONCERT 

Auditorio NacJonai de ' Musics 
Tel: 34-1-3370100 

• Royal Philharmonic Orchestra', 
with conductor Xavier GO ell 
perform Mahler’s Symphony No.9; 
10.30pm; Oct 22 

■ NEW YORK 

CONCERT 

Avery Fisher Hall Tel: 
1-212-875-5030 

• New York Philharmonic: with 
conductor Herbert Blomstedt and 
pianist Kristian Zimmerman 
perform works by Bruckner, 
Hindemith and Brahms: 8pm; Oct 
24. 25 (2pm) . 26 

EXHIBITION 

The Equitable Gallery Tel: 
1-212-554-4818 

• Henri Cartier-Bresson in 
America: exhibition devoted to 
photographs taken in toe US by 
the French photographer Henri 
Cartier-Bresson. Comprised of 
more than 100 works selected by 
Cartier-Bresson, the exhibition 
spans four decades, from 
1935-1975; to Nov 2 

■ PARIS 

CONCERT 

ThAStr# des Chantps-Elys$es 
Tel: 33-1 49 52 50 50 

• Orchestra Nationals de France: 
with conductor Jeffrey Tate and 


soprano Barbara Hendricks 
perform works by Mozart and 
Berlioz; 8 -30pm; Oct 26 

■ SAN . 

FRANCISCO - 

OPERA ■ : 

Bill. Graham Civic Auditorium- 
Tel: 1-415-861-4008 

• Carmen: by Bizet Conducted 

by Donald Runnictes, performed 
by the San Francisco Opera. 
Soloists include Olga Borodina 
and Philip Skinner; 7.30pm; Oct 
22.25 i. 

■ VALENCIA 

CONCERT 

Palau de la Musfca i 
Corigressos Tel: 34-6-3375020 

• Mario Monreah toe pianist 
performs Beethoven's Sonata 
No.30 in E major. Op. 109. Sonata 
No.31 in A flat, Op.11Q.arid . 
Sonata No.32 in C minor, Op.111; 
8.15pm; Oct 22 

■ VIENNA.. 

CONCERT 

Musikverein Tot 43-1-5058681 

• Wiener Symphortken with 
conductor Rafeel FrOhbeck de 
Burgos and pianist Rudolf 
Buchbfoder perform works by 
Mozart, Beethoven ana Brahms- 
7.30pm; Oct 22, 23. 24 

Lte Bng com pprt and supplied 
by Art Base The International 

Arts Database, Amsterdam The 

Igtrts reserved. Tel: 3l 20 664 
6444, E-malt artbase^pi.^ 


world: SERVICE 

BBC for- Europe can be 
received In western 
Europe' on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

and satellite 
business TV 

(Centrai European Time) 
MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coveraae 
until 15.00 of European 
business and toe 
financial markets 

1760 

RnanciaJ Times Business 
tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
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Michael Prowse ■ America 

The case for Dole 

The US electorate has underestimated the political skills 
and personal qualities of the Republican candidate 


A late surge in support 
could yet carry Mr Bob Dole 
to a surprise victory on 
November 5. But tbe odds 
seem strongly to favour a 
second term for President 
Bill Clinton. 

The case against Mr Dole 
seems clear-cut. At 73. he is 
said to be too old to be pres- 
ident. He is supposedly out 
of touch with voters, espe- 
cially baby-boomers. He is 
often tongue-tied, a sin in 
an age that expects the pres- 
ident to be "communicator 
In chief. He is said to have 
a confused legislative 
record. He reputedly lacks 
compassion, as illustrated 
by his support last year for 
the "extreme" socia ) policies 
of the Republican Congress. 
His plan to cut taxc-s is sup- 
posedly inconsistent with 
his record as a deficit hawk. 
He is accused of "lacking a 
vision" for the 2 tst 
century. 

That the public may view 
Mr Dole negatively is not 
wholly surprising if you 
consider that the Washing- 
ton press corps toted over- 
whelmingly for Mr Clinton 
in 1992. One of the obstacles 
facing Republican candi- 
dates is the Democratic bias 
of nearly all the op in ion - 
forming groups, including 
journalists, academics and 
teachers, the publishing 
industry and Hollywood. 
Vet Mr Dole has strong 
claims to the presidency 
that are often overlooked. 

He is undeniably old. yet 
he seems energetic and 
mentally alert. Politicians of 
his age have served with 
distinction in other coun- 
tries. If age is a handicap, it 
lies in Mr Dole's conception 
of masculinity, which dotes 
from the Ernest Hemingway 
and Humphrey Bogart era 
when heroes were strong, 
silent and uncomplaining. 
Mi- Dole, one suspects, has 
nothing but contempt for 
Mr Clinton's loquacious ser- 
mons - and those watery- 
eyed displays of emotion 
that help the president 
"bond" with voters. 

Mr Dole, it should be 


remembered, has really suf- 
fered. His bravery on an 
Italian battlefield led to hor- 
rific wounds. He spent years 
in hospital and had to learn 
again how to walk, dress 
and feed himself. His disa- 
bilities are still painfully 
evident. His shrivelled right 
arm bangs limply at bis 
side, the useless fist clutch- 
ing a pen. To recover and 
rise to the top of the Senate 
required a rare courage. Vet 
rather than admiring Mr 
Dole and forgiving his dark, 
ironic wit. the public seems 
embarrassed by his injuries. 
It finds Mr Clinton's bounc- 
ing health and bonhomie 
more comforting. 

What of Mr Dole's policy- 
record? The claim that he 
lacks compassion does not 
stand scrutiny. Yes. he was 
one of 12 Republicans who 
voted against the creation 
of Medicare, the healthcare 
scheme for the elderly. Ves, 
be opposed the creation of a 
federal education depart- 
ment. But he has backed 
many programmes for the 
genuinely disadvantaged. In 
tbe 1970s be worked with 
George McGovern, the left- 
wing Democrat, to expand 
the food stamp programme 
and to extend social benefits 
to poor womea and chil- 
dren. He started his own 
foundation to help the disa- 


bled and worked to pass the 
.America us with Disabilities 
Act in 1S90. 

What Mr Dole has fought 
against is unnecessary 
bureaucracy (education is 
primarily a state, not fed- 
eral. responsibility) and 
wasteful "entitlement" pro- 
grammes that benefit the 
middle and upper classes as 
well as the poor. He sup- 
ported the means-tested 
medical schemes that pre- 
ceded Medicare: had the US 
remained on that road, it 
would have had smaller 
budget deficits. 

And he played a leading 
role in the 1980s in curbing 
and reforming social secu- 
rity. tbe federal pension pro- 
gramme. In 1985 he put eco- 
nomic principle ahead of 
politics in pushing for a cut 
in benefits; Democrats cyni- 
cally exploited the Republi- 
cans' sense of responsibility 
fjust as they did last winter 
on Medicare) and won con- 
trol of the Senate the follow- 
ing year. 

Mr Dole's tax-cut plan is a 
departure from his history 
of fiscal orthodoxy. But 
given the Democratic lead 
in the polls this summer, a 
political gamble of some 
kind was surely justified. 
Contrary to the hype, the 
cuts would amount to only 1 
per cent of national income 



Role-models for Dole? Hemingway (left! and Bogart 


and could be offset by 
spending cuts. Mr Dole's 
true fiscal priority is his 
promised constitutional 
amendment mandating a 
balanced budget - a reform 
vetoed by Mr Clinton last 
winter. 

The best-informed judges 
are often our peers. On this 
criterion Mr Dole scores 
high marks. Before resign- 
ing this summer, he had 
served a record 11 years as 
Senate majority leader. If 
the US had a parliamentary 
system, he would have been 
prime minister twice. Sena- 
tors from both parties - 
Including leftwing Demo- 
crats - speak warmly of his 
personal integrity and unri- 
valled capacity for bridging 
party differences. He is 
liked and a dmir ed by most 
people who know him well: 
something that cannot be 
said for Mr Clinton. If the 
Senate, rather than the 
people, voted for president, 
pundits have speculated 
that Mr Dole would win a 
majority even among Demo- 
cratic members. 

Unlike Mr Clinton. Mr 
Dole does not wave a laun- 
dry list of government 
schemes. He does not have a 
slick pseudo-solution for 
every problem. He does not 
ooze compassion and prom- 
ise to mend every hurt. He 
is not cloyingly sentimental. 
What he offers instead - on 
a very modest scale - is a 
return to the virtues of the 
founding fathers: self- 
reliance. hard work, per- 
sonal responsibility, less 
government. 

He is far more likely than 
Mr Clinton to act firmly to 
slow the growth of entitle- 
ment programmes such as 
healthcare and pensions - 
something that most econo- 
mists agree is now an 
urgent priority. And in an 
age of moral and cultural 
decline, his life and conduct 
present a better example for 
young people than Mr Clin- 
ton’s. In the sound-bite era 
these virtues perhaps make 
him unelectable; if so. it is 
America's loss. 








'« f T3B£: 4 * 







And the world trusts CNN to be there. 



INTERNATIONAL 

THE WORLD'S NEWS LEADER 


Access CNN on the World Wide Web at 


•LETTERS TO THE ED I T O R • 

■ f Number iQae Soilthwark Bridge, London SE1 9HL 

We are keen io,o*cburage letters fipm readers around the world- Letters may be (axed to +4^ 171-873 5938 ipiww ^‘ ! 
to HhllMt PubBahed letters arc- also available on the FT web site, http:/ /W wvv— f .com 

‘v • Tranriatlorvmay be nr&BaMe far 'letters written in the main international languages. 


S' 


$5 

"C * \ 


Water’s future is with equity 


From Mr Nicholas Hood. 

Sir, Of course your short 
leader “Ebb tide" (October 
15; cannot avoid 
generalisations about the 
privatised utilities, including 
water. In tbe privatised 
water industry the record of 
most investment outside the 
water and waste water 
business, which is regulated, 
has been poor - but it is still 
wrong to lump them all 

together. 

Wessex Water has 
consistently made a profit, 
and a growing profit, from 
its investment in a solid 
waste business - UK Waste 
- and the money to buy the 
business was raised from 
shareholders with no impact 
on our regulated activities. 

We have been consistent 
In seeking to provide the 
best service we can to the 
customers of our regulated 
business and I have said 
again and again that 
“without satisfied customers 
in the regulated business we 


shall have dissatisfied 
shareholders and staff as . 
well as unhappy customers". 

God forbid that we follow 
the last suggestion in your 
leader and "swap equity for 
fixed interest or other forms 
of security". We would be 
back to tbe bad old days of 
tbe public sector with no 
incentive to reduce costs 
that, under the present 
sound system of regulation, 
eventually emerges as lower 
charges to customers. 

Please do not allow tbe 
more spectacular problems 
of poor diversification, 
interruptions of water 
supply and even reward for 
poor performance to 
executives to obscure the 
remarkable transformation 
of an industry from tbe 
public to tbe private sector. 
This transformation has 
enabled regulators to deliver 
and the customers to enjoy 
far higher standards of 
service at ever-reducing 
costs and, were it not for tbe 


£27bn of capital spending 
required, the industry's 
charges would be lower than 
inflation. 1 recall the old 
attitudes of the public sector 
where changing people in 
changing governments and 
changing civil servants were 
unable to manage the 
industry. The Industry then 
seemed to play the game of 
seeking as much capital as 
possible, reducing costs as 
little as possible and policing 
its own standards as gently 
as possible. 

Privatisation, with 
customers' charges capped, 
has worked, and must be 
allowed to continue to 
flourish. So please let no-one 
be tempted to substitute 
equity with fixed interest 
securities for water utilities. 

Nicholas Hood, 
chairman, 

Wessex Water, 

Wessex House, 

Passage Street. 

Bristol BS2 OJQ, UK 


A price that is not worth paying 


From Mr D-A^A. FagandmL 

Sir. By dismissing your 
leader in true managerial 
fashion (Letters. October 15). 
the director-general of the 
Institute of Directors has 
brought into the open the 
real nub of the argument 
about Emu. 

Gone are concerns for UK 
sovereignty, the supremacy 
of parliament, the 
deep-seated concerns of the 
public. In their place we 
have the freedom of any UK 
chancellor to set our interest 
rates. And in this context, 
“interest rates" are 
surrogate words for 
devaluation. 

Mr Tim Melvill e-Ross, 
brandishing tbe very latest 
OECD and International 


Monetary Fund reports, 
waves aside the decades 
during which the 
international value of 
sterling has been on a 
consistent slide and implies 
that this must continue - 
there is no hint of a trend 
reversal - if the UK 
economy is to flourish. 

There is no recognition that 
the OECD and IMF reports 
reflect the determination of 
the UK chancellor to adopt 
the conditions of the 
Maastricht treaty pertinent 
to Emu. nor that our 
freedom to diverge from 
them on the sidelines might 
not be worth having because 
of the inflationary 
consequences. 

Your admirable leader of 


October 14 says all that 
needs to be said by those 
who take seriously the 
formidable interests at stake. 
The one note of sadness f 
detected was that, like all 
our other institutions. 
Europe's most powerful 
financial centre had also 
missed its opportunity to 
participate fully and 
constructively in an 
“historic process". The irony 
of this will come home to us 
when the very machinery of 
the City is deployed by 
investors the world over to 
ensure we abide by it. 

O.AJL Fagandlni, 

6 Alleyn Park, 

Dulwich, 

London SE21 8AE, UK 


Simply another way to keep score 


From Mr Peter Smith, 

Sir, I would like to add to 
the notes of caution about 
the economic value added 
approach sounded in these 
columns in recent weeks. 
Although it is useful as a 
way of focusing 
management attention on 
the fact that capital is not 
free it has several 
limitations as a true 
measure of shareholder 
valuation creation. 

Mr An till (Letters, October 
18; has correctly pointed out 
some of the dangers of using 
a single period measure of 
performance in the context 
of value creation which 
must, by definition, take into 


account the long-term 
impact of present actions. A 
second and more serious 
problem relates to the 
selection of the capital base 
in the calculation. To create 
value for shareholders in a 
given period a company 
must earn a return greater 
than the cost of capital on 
the market value of the 
company at the beginning of 
the period. No amount of 
adjustment of the 
accumulation of sunk costs 
in the balance sheet can 
systematically reflect a 
market value which is based 
on future expectations. 

It does not provide the 
strategic or operational 


insight necessary. It Is 
simply another way to keep 
score. For those who wish to 
help their companies create 
and sustain more value for 
shareholders there are, 
unfortunately, very few 
short cuts. The infusion or 
shareholder value principles 
throughout all levels of an 
organisation can indeed 
transform performance, but 
adding up the old numbers 
in new ways is not the 
solution. 

Peter Smith, 
partner. 

The LEE Partnership. 

1-11 John Adam Street. 
London WC2N 6BW, UK 


A place sc 

reminiscent 
of England 

From Mr Mar tin F. Art's*. 

Sir. In an article tilled ^ 
“Pulling out - the fto.it 
chapter?" i. October J* 8». 

Stephen Fidler alterants 
describe life in Panama, th 1- * 
latest locale tor a John le 
Carre novel, as a place 
where “the concept of 
c onfli ct of jntercs; - t-iv i' 5 ’’ - - 
that business and politics 
should be separate - ha* 
almost no resonance''. Suclj 
an observation appears :o 
more appropriately describe 
the British parliament :n 
light of recent revels tin to 
that many MPs Hi versify 
their income by serving as 
“consultants" to leading 
corporations with an interest 
in pending legislation. 

Mr Fidler also asserts that 
“Panama's small ruling elite 
is related and has gone to 
school with those to whom 
they are not related." it T*' 
would appear that just about 
the same thing could be said 
of any self-respecung 
English blue-blood who has 
attended a “public school". 1 
can only conclude that Mr 
Fidler seems to understand 
Panama so well because it 
fits the British mould of 
democracy so snugly. 

But do not take my word 
for it In a recent art lehr ir. 
the New York Times 
Magazine. Mr le Carre wrote: 

“As I listened to one horror 
story after another about 
high-level Panamanian 
corruption, i found myself 
nodding in sileut 
recognition, and thinking. 

Quelle Angle tore . " Mr U? 

Carre went on to diwribe 
his purpose in writing jiU 
latest novel: “But most of 
all. 1 wanted [my readers J to 
dream that they have beer, 
in Panama. Then to wake up ;-v 
and realise they bad heen it '•* 
England all the time." 

Martin F. Arias. 

One Liberty Plaza. 

New YoricJW 30025. VS 
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A striking 
resemblance 

From Mr Christopher Ca,r. 

Sir, Re your report 'Land 
Rover to produce 'baby"' 
model" (October 16). 1 was 
most interested to see that 
the new vehicle will look 
exactly like the Subaru 
Legacy my wife already has. 
Another British 
“innovation ", or simply 
artistic licence? 

Christopher Carr. 

Geneva, 

Switzerland 
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Personal View - Scott Ratzan 


An end to the madness 


Si 


The ‘mad cow 
disease" hype in 
the media must 
be stopped by the 
UK government 



it 


It lias been six 
months since 
a UK govern- 
ment report 
^ suggested that 
bovine spongl- 


rorm encephalopathy (BSE) 
or mad cow disease - a dis- 
order prevalent in British 
beef - could be transmitted 
to H umana . 

The report initiated a 
media frenzy which crippled 
the British beef Industry and 
sparked questions on the 
safety of the food supply 
throughout the world. This 
has escalated to become “the 
biggest crisis the European 
Union bad ever had", accord- 
ing to Mr Franz Fisc tiler. 
European agriculture com- 
missioner. 

However, few challenged 
the veracity of the claims or 
the quality of evidence. 
While the UK government 
tried to calm food-related 
fears, the EU banned British 
beef products. Policy focused 
on doing “something" - 
rather than doing the “right 
thing". 

The saga highlights the 
difficulty of accurately com- 
municating and dissemina- 
ting health information. 
Even after years of public 
discussion on BSE and 
Creutzfeldt- Jakob disease 
(CJD), a similar disease in 
humans, misinformation 
continues to dominate the 
discourse. The power of the 
rhetorical repetition of BSE 
as simply "mad caw disease" 
perm Kites- tbe public, foster- 
ing an erroneous conclusion 
that humans will get “it" 


from eating meat from cows 
or sheep and lambs. 

Different groups shirk 
responsibility. The medical 
community calls mad cow 
disease a veterinary issue. 
The veterinarians say it is a 
government and public 
health issue. The govern- 
ment, having no clear com- 
munication strategy,, 
acknowledges it as a scien- 
tific dilemma and blames the 
media. The media is keen to 
report it while tbe political 
and medical reporters vie to 
write the lead story. All this 
makes good copy. 

Meanwhile, UK and Swiss 
farmers watch as their herds 
are prematurely culled and 
demand for beef diminishes. 
And French cattle farmers 
block roads and inarch their 
"healthy” cattle around the 
Eiffel Tower to protest 
against foiling beef prices. 

Today there are fewer 
“mad cows" than when the 
UK government's report was 
released, but the same mys- 
tery shrouds the unaccount- 
able human deaths. Euro- 
peans are consuming 
one-third less beef, while the 
verifiable facts suggest that 

What gets lost is 
the public's right 
to know the facts 
before accepting 
the fallacious 
claims that grab 
attention but fail 
to meet the rest 
of sound logic 


only cows die of mad cow 
disease. 

There has yet to be a sin- 
gle documented case of CJD 
from eating beef, lamb or 
related dairy products. Simi- 
larly, prions - the theorised 
infectious agent in cattle - 
has never been identified in 
any meat for human con- 
sumption. 

Nonetheless, in an effort 
to ease concern that the 
same thing could happen in 
the US. the Centers for Dis- 
ease Control and Prevention 
issued a statement earlier 
this year which was her- 
alded in a lead story in the 
New York Times. It read: 
“There is no evidence that 
anyone in the US has died of 
the *mad cow 5 disease that 
has killed eight people in 
Britain, the Centers for Dis- 
ease Control and Prevention 
said today." 

A similar statement could 
be made anywhere in the 
world, given its inaccurate 
implication of causation. The 
only proven victims of mad 
cow disease are the cattle it 
infects, as the pejorative 
n a me suggests. 

Unfortunately, discovery 
of information, specifically 
scientific and medical break- 
throughs, does not occur 
overnight in a way that fits 
neatly into succinct stories 
or the soundbites preferred 
by the popular media. 
Although there has been a 
fourfold increase in medi- 
cally related news in the 
New York Times during the 
past two decades, we are all 
limited on where to find the 
best and most accurate infor- 
mation. 

The 25,000 scientific and 
medical journals which are 
published throughout the 
world do not inform us. nor 
do our healthcare providers; 
we still get about 85 per cent 


of our health information 
from non-medical sources. 

As we rely on govern- 
ments to provide accurate 
health information, the real- 
ity is that we have a know- 
ledge deficit. Instead, tabloid 
television, talkshows and 
other forms of “infotain- 
ment" fill the kuowledvtc 
gap. What gets lost is the 
public's right to know the 
facts before accepting the 
fallacious claims that grab 
attention but fail to meet the 
test of sound logic. The 
result is an absence of public 
confidence. 

Few would argue with the 
proposition that accuv^o 
information presented o.Cflt 
tively and ethically - is 
heeded to make the best 
decisions in health and other 
vital areas of life. Advoca- 
ting such an approach unites 
all of us dedicated to the art 
of effective health communi- 
cation. 

But without clear leader- 
ship from the government. 
Uiere is no alternative but to 
look to the media and all 
those who are involved in 
the discovery and dissemina- 
tion of health- related infor- 
mation to make this a real- 
ity. They must rise to the 
task and serve as an ethical 
compass in helping tbe pub- 
lic to digest such material as 
part of its daily diet. 

If neither the government 
nor the media begin to think 
of the consequences of the 
laisser fair* approach to 

communicating health, a 
si mi l ar disaster lurks on -he 
bonzon. 

The author is editor in-chief 
of the Journal of fieallfi Com- 
munication and director of 
thie Center for Ethics in Politi- 
cal and Health Cammunka- 
non at Emerson College. Bos- 
ton 
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A maritime 
law becalmed 


There can be Tew instruments of 
international law which have so 
much potential to do either 
good or harm as the United 
Nations Convention on the Law 
of the Sea. which a newly estab- 
lished court based in Hamburg 
is supposed to interpret. 

If the best intentions of its 
drafters are fulfilled, the con- 
vention will uphold freedom of 
navigation, promote conserva- 
tion. and facilitate rational 
international co-operation in the 
management and use of mari- 
time resources. In an ideal 
world, coastal states would see 
the 200-mile economic zone, to 
which they are entitled by the 
treaty, as an area of responsibil- 
ity where they must control pol- 
lution and exercise restraint in 
mining and fishing, rather than 
as an opportunity for quick 
profit. 

Moreover, given that cl aims 
to economic zones are doomed 
by geography and geology to 
overlap, the court inaugurated 
in Hamburg last week would 
seem an ideal forum in which to 
settle disputes. Governments 
constrained by powerful nation- 
alist constituencies at home 
ought to find it easier to defer to 
a universally respected tribunal 
on matters of maritime rights 
than to make unilateral conces- 
sions. 

In practice, however, the 
treaty seems to be having the 
very opposite of a benign effect 
in many parts of the world. 


from the Aegean to the Pacific. 
Because the possession of 
islands has become a crucial 
factor in determining the extent 
of a country's fishing and sea- 
bed mining rights, bitter inter- 
national disputes are flaring 
over the ownership of obscure 
mid-ocean outcrops which 
would otherwise be of little 
interest. 

The two most dangerous dis- 
putes concern the potentially 
oil-rich Spratly islands, claimed 
by six countries, and the islets 
in the east China sea where the ; 
activities of Japanese national- ! 
ists have triggered a wave of j 
anti-Tokyo sentiment in Taiwan 
and Hong Kong as well as i 
China. 

These conflicting claims to 
little-known archipelagos are. in 
turn, one of the factors behind 
the naval arms race in which 
virtually all Asia-Pacific coun- 
tries are engaged. As coastal 
states with booming economies, 
they are suddenly entitled to 
defend the freedom of naviga- 
tion in which all trading nations 
have a vital interest. 

But if the emerging Pacific 
powers are acquiring large 
□eets to fight for. and fence off 
parts of the ocean, that is a 
counter-productive enterprise 
whose human and economic 
costs will far outweigh any ben- 
efits. It would also be entirely 
foreign to the spirit, if not the 
letter, of the UN Convention on 
the Law of the Sea. 


Equity cultures 


When the British government 
was preparing in 19S4 for the 
initial sale of shares in British 
Telecomm uni cations, nobody 
knew how many first-time pri- 
vate investors would buy. But 
the government's advisers could 
at least take comfort from the 
fact that the culture of the Brit- 
ish capital markets was heavily 
biased towards equities. Ger- 
mans. in contrast, prefer bonds. 
Could the enthusiasm shown by 
private investors for the forth- 
coming Deutsche Telekom issue 
herald a change of habit? 

Quite possibly, because there 
is more going for equities in 
Germany than just the privati- 
sation programme. Deutsche 
Bank's recent decision to set up 
an independently funded pen- 
sion scheme points Id the direc- 
tion of an increased institu- 
tional appetite Tor ordinary 
shares. With a rapidly ageing 
population. Germany can no 
longer afford its very generous 
social security system, and oth- 
ers are likely to follow the Deut- 
sche Bank example. 

Yet a change in the method of 
financing cannot, in itself, make 


a huge difference to the size of 
the pensions bilL The advantage 
in funding lies more in its abil- 
ity to legitimise the division of , 
resources between workers and 
pensioners. 

The development of an equity 
culture ultimately depends, 
though, on the relative perfor- ! 
mance of bonds and equities, 
and to a lesser extent on tax 
and regulation. If German insur- 
ers more than halved their hold- 
ings of equities between 19T0 
and the mid-1980s. it w r as 
because bonds outperformed as 
the Bundesbank established its 
credibility in the markets. 

If monetary union brings 
higher rates of inflation, that 
trend will reverse. A change in 
the tax reliefs that favour the 
book reserve system against 
funded pensions might also tilt 
the balance a bit. Yet the pres- 
ent attraction of Deutsche Tele- 
kom shares for private investors 
lies largely in a yield that looks 
good against bonds. Unless they 
are worried about inflation, a 
rising share price and falling 
yield may simply lead to profit 
taking and more bond buying. 


Budget blues 


It might he called the 
Domeywood twostep. One for- 
ward. one back, turn around, 
face your partner. Then say: 
"No Ken, we just can't do it" 

The pre-Budget get-together 
of Treasury ministers and offi- 
1 eials this weekend at the official 
country residence of Mr Ken- 
neth Clarke, the UK chancellor, 
can hardly have gone with a 
swing. 

It is easy to see why public 
expenditure should go up. even 
if an election were not in pros- 
pect. The case Tor a modest rise, 
for example, in the health ser- 
vice is hard to resist. And the 
squeeze on public-sector Invest- 
ment since 1993 is beginning to 
tell. Private Finance Initiatives 
which the government hoped 
would shovel £14bn into the 
investment gap this year, have 
so far provided only half that. 

The government is facing 
public pressure for Improved 
services, which reflects quite 
reasonable aspirations. As 
national income expands, peo- 
ple may well want to spend an 
increased proportion of the 
country's income on teachers 
and doctors. Health spending, 
for example, is still a relatively 
modest 5.6 per cent of national 
income compared to 4.6 per cent 
in 1979. This is low by the stan- 
dards of other advanced econo- 
mies. 

But flip the chart and you see 
quite another picture. Tcrtai gov- 
ernment spending this year is 
likely to be some £27bn more 
than revenues. This deficit, at 
3'. = per cent of national income, 
will be more than the entire 
defence budget. 

Prom every perspective the 
deficit is too high. The UK is 
well into a recovery phase, with 
unemployment falling, perhaps 
close to a level at which infla- 
tionary pressures will revive. 
Conservatives and the Labour 


party agree that over the full 
economic cycle borrowing 
should be brought down. The 
so-called “golden rule" - that 
government borrowing should 
not exceed public investment - 
would suggest a deficit of no 
more than 1 per cent of national 
income. 

Raising taxes is off the 
agenda, at least until after the 
election, so the burden of an 
urgently needed adjustment is 
falls on spending programmes. 

But since health, education 
and welfare payments now- 
account For 66 per cent of gov- 
ernment expenditure, the scope 
for making significant cuts is 
limited, especially as many of 
the obvious economies have 
been made In the past three 
years. Rightwingers may dream 
of taking a machete to the 
social security budget, but the j 
political arithmetic is fearsome. ; 
Each 1 per cent cut in the wel- 
fare budget represents a £1,000 
drop in fixing standards for lm 
people. 

So if those at Domeywood j 
were disposed to raise their ! 
glasses to another term of Tory j 
rule, it will not be one in which ; 
public expenditure falls much 
below the present level of about 
43 per cent of national income. 
Rad ical thought would be 
required to curt the growth of 
welfare payments or pay for 
more services out of income 
rather than taxes. 

For the present. Mr Clarke 
can only hope the deficit will go 
away as output rises. However, 
the effect of economic growth 
on government revenues is 
unlikely be enough to balance 
the books until the turn of the 
mille nnium- So he must at least 
hold the line on spending. And 
he must absolutely refuse to 
lead the nation in a tax cutting- 
dance. for the music will stop as 
soon as the votes are counted. 


A deficit of credibility 


Stephanie Flanders casts doubt on the efforts of Italy, Spain and 
Portugal to be ready for the single European currency in 1999 


I nternational intrigue, 
wounded pride and accu- 
sations of financial skul- 
duggery at the highest lev- 
els of government: in the 
past six weeks the race to Euro- 
pean economic and monetary 
union (Emu) has become a highly 
charged political drama. 

France and Germany’s strug- 
gles to make it to Emu on time 
have filled the headlines for some 
time. The Dew twist to the story 
has revolved around events fur- 
ther south, among the so-called 
"Club Med" countries. Although 
Italy. Spain and Portugal have 
always said they planned to qual- 
ify for Emu. few analysts ever 
considered them likely candi- 
dates for the first round, due to 
start in January 1999. 

Mr Romano Prodi, Italian 
prime minister, last month made 
an effort to be taken more seri- 
ously. He presented a budget for 
1997 tailor-made to meet the 
Maastricht treaty criterion that 
requires countries to keep gen- 
eral government borrowing 
below 3 per cent of gross domes- 
tic product. Spain and Portugal 
have since announced Emu- 
inspired budgets of their own. 

No sooner had they outlined 
their plans than officials in the 
“hard-core" countries - those 
thought most likely to be first 
into the single currency - began 
muttering about southern mem- 
bers getting above themselves. 
Mr Jacques Chirac, French presi- 
dent. expressed doubts about 
Italy becoming a founder member 
of Emu. In Germany. Mr Hans 
Tietmeyer. the Bundesbank presi- 
dent. warned against countries 
meeting the criteria “in a breath- 
less short-term effort” that could 
not be sustained. 

Financial markets seemed 
more impressed. Italian 
long-term bond yields now stand 
only 2 ' j percentage points or so 
above German ones, nearly 1 
point lower than at the start of 
last month. This implies a sharp 
fall in investor perceptions of the 
risk attached to lira assets. The 
premium on Spanish and Portu- 
guese bonds has narrowed by 
roughly the same amount, to 
about E'v percentage points. 

But even if the ambitious new 
targets are met. it may be tricky 
for the Mediterranean countries 
to persuade their northern col- 
leagues that the improvement 
will last. 

Italy has the hardest task: the 
state budget deficit is expected to 
be close to Ll30.000bn <£54.18bn) 
- or 7 per cent of GDP - this 
year. Mr Prodi’s budget promised 
to reduce state borrowing by 
LfiliKJOfcrn next year to meet the 
Maastricht target. 

The headline figure was an 
impressive step up from the 
L32.500bn tightening the govern- 
ment had forecast in July. But 
only 60 per cent of the reduction 
will be part of the 1997 budget 
law to be passed by parliament 
over the next few months. This 
comprises about L25.000bn in 
spending cuts and L12,500bn in 
measures to raise revenues. 

The remaining L25.000bn, made 
up of one-off measures devised to 
meet the Maastricht criteria, will 
probably materialise only early 
next year. They include a 
LI2.000bn "Euro-tax" on personal 
incomes and Ll3.000bn of "trea- 
sury operations". 

Mr Prodi himself has accepted 
that the latter are pure "window- 
dressing" for the purposes of the 
Maastricht entrance exa m . As for 
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the three Mediterranean coun- 
tries in qualifying for entry Is 
demonstrating that next year's 
budget cuts, however large they 
turn out to be, are more than 
one-year wonders. 

For Italy, Mr Riccardo Barbien, 
an economist at Morgan Stanley 
in London, reckons that signifi- 
cantly less than half of the fore- 
cast L62,000bn reduction is struc 
tural: without another round of 
cuts, the deficit will go up again 
after next year. 

The package includes only a lit- 
tle over L7,000bn in cuts in 
health and social security. Yet it 
Is widely accepted that budget 
reforms in these sectors will be 
crucial to cracking the Italian 
budget problem in the long term. 

As for next year’s Spanish bud- 
get deficit, roughly two-thirds of 
the expected decline is structural, 
according to economists at Salo- 
mon Brothers in London. Other, 
one-off, measures for 1997, such 
as re-jigging the collection of cor- 
poration tax, could simply shift 
the budget burden into the 
future, raising the deficit by an 
additional Half a per cent of GDP 
in later years. 
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B oth Spain and Portu- 
gal have relied 
heavily on reduced 
subsidies to state 
companies to deliver 
their 1997 forecasts. Unless the 
cuts are combined with concerted 
efforts to boost efficiency, this 
will just shift state enterprise 
losses "off-budget” - and, possi- 
bly, outside the general govern- 
ment deficit on which the Maas- 
tricht treaty focuses. 

- These and other worries about 
long-term sustainability are 
likely to feature in discussions at 
the European Monetary Institute 
as it prepares to report on efforts 
to meet the convergence criteria. 
The preliminary findings, due 
next month, will be the Gist offi- 
cial assessment of EU members’ 
progress toward Emu since the 
new budgets for 1997 were 
announced. Mr Txetmeyer’s com- 
ments suggest the authors will be 
under pressure from Germany 
and other “hard-core” stalwarts 
to be unsparing in their assess- 
ments. 

For their part Spain and Portu- 
gal will want the institute to 
judge them by their economic 
progress, not their location. Both 
fear being placed in the same 
"problem* 1 category as Italy, 
despfte their lower debt and pub- 
lic borrowing. Mr JosA Maria 
Aznar. the Spanish prime minis- 
ter, went to Bonn last week to 
make this point in person. 
He was immediately followed 
by Mr Prodi, equally keen to 
dispel doubts that Italy could 
deliver. 

In promoting their cases, all 
three can show that the latest 
budgets follow several years of 
efforts to cut government borrow- 
ing and improve economic policy 
generally. Much of the recent 
decline in their government bond 
yields may be more a belated rec- 
ognition of this progress than a 
bet on them entering the single 
currency in 1999. 

On present reckoning, the Club 
Med offensive will not be enough 
to secure them a place in Emu in 
1999. But it has made it harder to 
count them out over the long 
term. 














the Euro-tax. it may it be a hard 
task to raise the equivalent of 6 
per cent of this year's personal 
income tax revenue from it- 

Mr Prodi is hoping to get addi- 
tional help from reduced debt ser- 
vicing costs and faster-than- 
expected economic growth. 
Unusually, the budget does not 
allow for a continued decline in 
short-term interest rates: Italy’s 
very high stock of debt - forecast 
to be about 123 per cent of GDP 
next year - means that a 1 per- 
centage point fall in the interest 
rate on government debt should 
reduce borrowing by nearly 1 per 
cent of GDP within two years. 

Betting on faster growth, how- 
ever. seems over-optimistic. Mr 
Giorgio Radaelli, senior econo- 
mist at Lehman Brothers in Lon- 
don, thinks the extra deficit cuts 
could make It hard for Italy to 
meet the governments 2 per cent 
growth forecast for 1997, let alone 
exceed it. 

“The government Is promising 
nearly double the amount of fis- 
cal tightening as in the July bud- 
get plans at the same time as 
saying that growth will be the 
same as it previously expected," 


he says. “You cannot have it 
both ways: either the cuts will be 
achieved, and the growth will be 
slower, or investors won’t believe 
the cuts are credible.” 

Spain's economic forecasts 
have also been criticised. The 
draft 1997 budget aims to reduce 
the general government deficit to 
the magic 3 per cent of GDP 
(from a forecast 4.4 per cent this 
year) through fester growth and 
Ptal^OObn (£6, 153m) in budget 
savings. 

Spending cuts make up two- 
thirds of the package, centred 
around a freeze on public-sector 
wages and employment and cuts 
in subsidies to industry. 
Although there are questions 
over the government’s ability to 
implement fully the measures, 
most have judged the package 
more credible than Italy's, if only 
because Spain is closer to the 
Maastricht target 

Whether the package proves 
adequate will depend on what the 
deficit turns out to be this year 
and on the pace of economic 
growth In 1997. The government's 
forecast of 3 per cent growth next 
year, up from a forecast 23 per 


cent this year, compares with an 
average independent forecast of 
2.8 per cent 

Portugal likes to think of itself 
as the dark horse of the Emu 
race. Extensive budget cuts in 
recent years have left the govern- 
ment forecasting a deficit of 4 per 
cent of GDP this year. 

Last week the government 
began discussing how to achieve 
the farther cuts needed to reach 
Its 2.9 per cent target While the 
Portuguese seem to have avoided 
blatant window-dressing, the cute 
have fallen more on areas that 
are easiest to squeeze in the 
short term, such as infrastruc- 
ture. than on long-term problem 
areas such as social security. 

Such shortcomings are hardly 
in the same league as the cre- 
ative accounting of France, Italy 
and others in their new budgets. 
But they are likely to be seen as 
a symptom of the same, short- 
termist approach to Emu entry 
by the officials in Brussels and at 
the European Monetary Institute 
In Frankfurt who will evaluate 
progress towards meeting the 
Maastricht targets. 

The greatest obstacle faced by 


Additional r eport in g by Peter 
Wise, Robert Graham and Lionel 
Barber 
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Reds are not 






yet dead 


■ Whoever said that socialism 
was dead? Even as 
free-marketeers proclaim the 
final demise of the collectivist 
project, the Socialist 
International - a loose and 
diverse bunch of left-of-centre 
movements - goes from strength 
to strength. 

At a recent conference in New 
York, hardly the incubator for 
things socialist, the number of 
full members swelled from 64 to 
80: the ranks of parties enjoying 
observer or consultative status 
increased by 27. 

Admittedly, not all members 
of this revolutionary 
brotherhood paint themselves a 
very deep shade of red- The 
newly elevated full members, 
who Include the Nicaraguan 
Sandinistas and the 
all-important Social Democratic 
party of Mongolia, will be taking 
their places alongside such 
stalwarts of mild reformism as 
the German Social Democrats, 
the New Zealand Labour party 
and Britain's Labour party. 

The very latest to be admitted 
as associates of the pinkish-red 
fraternity is the Citizens' Union 
of Georgia. 

Two members of that troubled 
country's ruling party last week 
brought a message of fraternal 
greetings to the organisation's 


London headquarters from - " 
president Eduard Shevardnadze. 
The niceties of stafceholding and 
empowerment might seem 
rather academic In a country 
recently ravaged by civil war] 
But officers at the International 
were impressed by the 
enthusiasm and extreme youth 
or the envoys. 

Like most of their party’s 
parliamentarians, they were in 
their mid -20s. "Shevardnadze 
prefers to work with young 
people because we have less to 
unlearn.” said revolutionary 
envoy Irakli Gogava. 
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Golden oldie 


■ Switzerland ha_<t a 22-carat 
dilemma. It urgently needs to 
find someone willing to chair Its 
investigation into the hunt for 
all that looted Nazi gold still 
hidden in the country. The job is 
a delicate one; done properly, it 
could help Switzerland refurbish 
fts battered international 
reputation, hut done badly and it 
will increase the country’s 
isolation. 

There are several serious 
Swiss historians, such as Jakob 
Tanner and Georg Krels, who 
are experts on this murky period 

in Switzerland's past But they 
may be ruled out an the grounds 
fresh minds need to be brought 
to the subject 
Beatrix Mesmer. a history 

professor at Berne, has also been 
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■ Life can be tough for 

Caribbean banana producers; • 

If itisobt leaf fungus, hurricanes. 
or European insistence 
on th e right length, cblour V: 
and curvature, it's US 
politics. 

' The problem Is an attempt to 
allow bananas grown in Latin , : 
America by American interests . 
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Germanophobia rules 
in a day by the seaside 


A nyone attending the 
first annual confer- 
ence last Saturday 
of Britain’s Referen- 
dum party could have been 
forgiven for mis takin g- the 
whirr of the air conditioning 
for the hum of Messers chmitts 
crossing the English Channel. 

Germanophobia was every- 
where: in the speeches, in the 
video shown on two giant 
screens and in the casual con- 
versations of the glitterati 
attending pre -conference 
soirees and dinner parties. 

The Referendum party, 
which was created a year ago 
by the billio nair e businessman 
Sir James Goldsmith, is not 
overtly anti-German. It is not 
even officially opposed to the 
European Union. Its ostensible 
purpose is to pressure the Brit- 
ish government to hold a refer- 
endum on Britain's relation- 
ship with the EU. 

But there was Sir Alan Wal- 
ters, the former economic 
adviser to Baroness Thatcher, 
railing against the German 
central bank. Thai came Sir 
James’s zoo-keeping million- 
aire friend, Mr John Aspinall. 
who declaimed from the trium- 
phalist stage that "in this cen- 
tury, a million Englishmen 
have given up their lives so 
that we should remain free, 
free from a German-dominated 
Europe". 

More sophisticated was the 
closing address by Sir James, 
the party's founder, who 
attacked German ambitions to 
create what he called a federal 
European superstate. In an 
analysis which owed much to 
continental thinking - proba- 
bly reflecting his own German- 
Jewish descent and 
Anglo-French dual nationality 
- Sir James cited the German 
philosopher Hegel, who 
"believed in the state and 
despised the people". 

Hegelian influence had led 
to the EU beiDg dominated by 
bureaucrats who were leading 
its member countries "blind- 
fold into a federal superstate", 
Sir James said. 

Meanwhile, a video played in 
the gaps between the speeches, 
showing images of German 
chancellor Helmut Kohl, 
looking like a kind of mafia 


Robert Peston finds little to 
comfort the EU at the first 
Referendum party conference 
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Standing ovation: Sir James Goldsmith acknowledges the 
applause at the end of his closing address 


kingpin, with quotations 
superimposed from European 
ministers designed to demon- 
strate his supranational ambi- 
tions. There were even pic- 
tures of tanks rolling through 
unspecified streets. 

S peaker after speaker 
received a standing 
ovation from the 4.000 
members and sympath- 
isers who packed into the con- 
ference centre. For all Sir 
James’s avowed intention that 
his party’s members should 
include pro- and anti -Euro- 
peans, there was no doubt that 
the vast majority of his sup- 
porters were Eurosceptics. 

There were small business- 
men damaged by the last 
recession, which they blamed 
on sterling’s membership of 
the European exchange rate 
mechanism. There were fisher- 
men facing hardship which 
they blamed on the common 


fisheries policy. Most were 
white, over 50 and former Con- 
servative voters. 

At the end of the seaside 
rally, Sir James's motivations 
and ultimate aim still 
remained unclear. At a dinner 
organised by Lady Powell the 
wife of Sir Charles Powell, the 
former foreign affairs adviser 
to Baroness Thatcher, Sir 
James talked about “the 
tumour of Brussels control”, 
media distortion which 
"makes you puke" and hypo- 
critical Torv ministers and 
MPs. 

He did not yet have a word- 
ing for the referendum he 
wants, although he was cur- 
rently in favour of “a very sim- 
ple question: for and against 
Maastricht”, Success would be 
measured by whether he got 
"one or two" representatives 
elected, which “would be 
amazing”, but which he was 
beginning to think possible. 


Gains by 
the LDP 

Continued from Page 1 

the Democratic party, a newly 
formed group which emerged 
from yesterday’s poll as 
Japan's third-largest. 

"Our stance is that we would 
welcome anybody or any party 
that will agree with our poli- 
cies.” Mr Hashimoto said. 

The turnout appeared to 
reflect voters’ weariness with 
the years of muddled coali- 
tions that followed the LDP’s 
loss of its monopoly of power 
in 1993 with the previous low- 
est turnout, 67 per cent. 


Deutsche Telekom shares 
to be in DM25-30 range 


Continued from Page 1 


European banks. Deutsche 
Bank. Dresdner Bank and 
Goldman Sachs met through- 
out the weekend in Frankfurt 
to hammer out a price range 
for the IPO, one of the world’s 
largest ever, before finally 
agreeing at lunchtime yester- 
day. 

It is clear that Deutsche 
Telekom was looking for a 
price of around DM30 per 
share, but having apparently 
set a range of DM25-DM30. it is 
admitting that the new capital 


that it will raise will probably 
be less than hoped. “With a 
range of DM25-DM30 it’s 
unlikely that it’s going to be 
DM30 unless demand is excep- 
tionally price insensitive or 
large,” one banker close to the 
issue said. 

The company may be able to 
recover some of the possible 
shortfall by resorting to the 
so-called greenshoe, an addi- 
tional packet of 75m new 
shares which may be issued to 
stabilise Deutsche Telekom's 
share price in the weeks after 
the stock market Listing. 


Vienna 
shares row 
prompts 
exchange 
rule move 

By Eric Frey in Vienna 

The Vienna Stock Exchange 
has announced changes in 
trading rales in the wake of 
the resignation of the head of 
securities trading at Invest- 
mentbank Austria, a subsid- 
iary of Bank Austria. 

Mr Anton Imre resigned fol- 
lowing allegations that his 
department manipulated 
equity prices to secure a profit 
on a large options deal. 

The exchange, one of 
Europe's smallest, said the 
rule changes should prevent 
such practices - which are not 
illegal - in future. 

The affair has angered insti- 
tutional Investors and cast 
doubts over the Vienna 
exchange's ability to shed its 
image as a closed dub with 
rules favouring a few local 
banks. Bank Austria, the 
country’s largest bank, denied 
any wrongdoing but called its 
traders* action “extremely 
short-sighted and damaging”. 

Mr Imre stepped down on 
Friday after allegations in the 
market and the media that his 
bank had sold thousands of 
blue-chip shares just before 
the close on Wednesday. In 
seconds, the ATX index of 
shares lost 17 points, or 1.5 
per cent, faffing to 1.07&54. 

Brokers said Investment- 
bank Austria had earlier sold 
to Girocredit, another bank, 
30,000 call options - exercis- 
able when the ATX index 
closed above 1,080. In late 
trading Wednesday, Girocre- 
dit, in which Bank Austria 
has an indirect majority stake, 
apparently put in large buying 
orders for shares in VA Tech, 
OMV and EA-Generale to 
drive the ATX up. When the 
index hit 1.090, Investment- 
bank Austria struck back with 
even larger sell orders and 
drove the index down. 
Because of the closing bell, 
other investors had no chance 
to act on the last prices. 

The alleged manipulations 
were possible because the 
stock exchange’s new elec- 
tronic trading system EQQS 
overreacts when a succession 
of large orders Is placed. 

The exchange said it would 
start using a weighted average 
to calculate the price of blue 
chips and the ATX, to avoid 
massive price swings in thin 
trading. It would also raise 
the minimum number of 
shares for which market-mak- 
ers have to set a firm price. In 
the longer term, EQQS soft- 
ware should also he improved. 

The uproar is an embarrass- 
ment for Bank Austria chair- 
man Mr Gerhard Bapda, who 
is also president of the stock 
exchange. He dismissed criti- 
cism of bis double role, citing 
Frankfurt, where Deutsche 
Bank board member Mr Rolf 
Brener is also exchange head. 




Europe today 

South- western Scandinavia, 
Germany and north-western 
France will have cloud and rain. In 
the wake of this rain, bright 
intervals are expected over the 
UK and the Benelux. Several low 
pressure systems in eastern 
Europe will cause showers from 
Belarus across the Ukraine and 
into the eastern Mediterranean. 
Turkey will have a few thunder 
storms. High pressure wiH result 
In widespread sunny spells over 
the Ibertan peninsula arid the 
western Mediterranean. The 
Balkans and parts of eastern 
Europe will have bright Intervals. 

Five-day forecast 

Cloud and bright intervals will be 
experienced in most of western 
Europe as a southerly flow moves 
motet and mild air Into the region. 
At mid-week, a more westerly 
flow wlH bring rain to the British 
Isles and the western part of the 
continent 
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Situation at IS GMT. Temperatures maximum for lay. Forecasts by Mateo Consult of the Netherlands 
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THE LEX COLUMN 


Deutsche’s debt dilemma 


As Deutsche Telekom's roadshow 
kicks off this week, investors will 
want to know how serious the com- 
pany is about paying down its 
debts. Privately, executives say cut- 
ting borrowings, which amounted 
to a net DMl06bn at the end of last 
year, is their over-riding priority. 
But the prospectus is not nearly as 
clear. Reading it. one might con- 
clude DT’s first objective was to 
"increase its international pres- 
ence”. Prospective shareholders will 
not be reassured by the notion that 
billions more will be spent on for- 
eign adventures. So Mr Ron Som- 
mer, the company's chief executive, 
would do well to state publicly that 
this is not what be has in mind. 

He should also clarify exactly 
what DT's target of cutting debt to 
DM65bn by the end of 2000 means. 
For example, would the proceeds 
from a second share issue, expected 
in 1999. be counted towards this tar- 
get? Privately, executives are cate- 
gorical that they would not. But the 
prospectus, again, is fuzzy. Further- 
more, DT should stop talking about 
gross debt, which is pretty mean- 
ingless. and focus on net debt. It 
boasts that gross debt fell DMlSbn 
last year. But this is less impressive 
when one realises that cash 
resources also fell by DMSbn, with 
the result that net debt was down 
only DM7bn. DT also does not 
include DM6bn of pension obliga- 
tions in its calculation of debt 

That said. DT’s cash flow is so 
strong that a net debt target of 
DM65bn (including pension obliga- 
tions) by 2000 should be achievable. 
The question then becomes how DT 
should be valued. German investors 
will look at its frit dividend. If the 
shares were sold at DM30 - the top 
of the price range to be revealed 
today - the net yield would be 4 per 
cent Given that Germans can cash 
in a tax credit, the gross yield 
would be an attractive 5.7 per cent 

International investors, though, 
will be inclined to look at DT’s 
ear nings before interest, tax, depre- 
ciation and amortisation (ebitda). 
European telecoms operators, on 
average, have an enterprise value 
(market capitalisation plus debt) of 
42 times 1996 ebitda. At DM30 a 
share. DT’s ev/ebitda ratio would be 
a pricey 5.5. Even at DM25, the bot- 
tom of the price range, the ratio 
would be 5.L 

DT’s advisers argue that normal 
ebitda multiples are inappropriate 
given the company’s capacity to 
pay down its high debts. Maybe. 
But what if one flashes forward to 
2000? With DT’s net debt then down 
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to DM65bn, the argument that it is 
a special case should no longer 
apply. Indeed in 2000, DT will be 
starting to feel the bite of competi- 
tion with the result that its ebitda 
is barely expected to grow thereaf- 
ter. So an average ev/ebitda ratio of 
42 - giving a share price of DM37 - 
would seem reasonable for 2000 . 

If the shares were sold at DM30 
today, fhe implied annual capital 
growth would be only 5Y* per cent 
Even adding the 4 per cent yield, 
the prospect is hardly appetising. 
But at DM25. the capital growth 
would be a respectable 10 per cent. 
Given the juicy dividend, the shares 
would then be worth buying - but 
only just. 

Olivetti 

The introduction of four new 
feces to Olivetti's board is undoubt- 
edly a step in the right direction. 
The independence of three of them 
cannot be questioned- Shareholders 
may have fared poorly during the 
latter years of Mr Gerard Worms's 
tenure at Compagnie de Suez. But 
as the victorious adversary of Mr 
Carlo De Benedettl in the battle for 
Sodetd Generate de Belgique, at 
least he cannot be classed as family. 
Mr Gordon Owen adds broad Inter- 
national telecommunications exper- 
tise. while Mr Dario Trevisan is the 
choice of international sharehold- 
ers. This should ease fears over the 
influence of Mr De Benedetti’s fol- 
lowing his recent resignation. Mr 
De Benedettl owns less than 3 per 
cent of Olivetti, but controls 14 per 
cent of its shares, raising valid con- 
cerns that his personal interests are 
not wholly aligned with other 
shareholders. 

Having reinvigorated the board, 
new chief executive Mr Roberto 
Colaninno needs to improve trans- 
parency. Olivetti’s accounts have 


left investors in the dark. Delayed 
payment of suppliers, for example, 
gave an unusually benign picture of 
Olivetti’s debt position at the half 
year. Investors deserve better. 

Transparency would be a mixed 
blessing, but at least it would put 
management under pressure to take 
the tough strategic decisions that 
are necessary. Olivetti can only 
fund its investment in telecoms net- 
work Infcetrada, if It makes signifi- 
cant disposals elsewhere. Current 
plans Tor only partial flotation of 
Lexlkon and retention of the disas- 
trous services «nd systems division 
look like a recipe for more share- 
holder pain in the form of another 
recapitalisation. 

Stagecoach 

Helped by Friday's apparent 
ap p roval by the UK government of 
the Porterbrook rail leas ing deal, 
the share price of Stagecoach, the 
rail and bus lings group, continues 
its seemingly endless rise. Share- 
holders should hang on, the argu- 
ment usually runs, because the 
price is underpinned by formidable 
warning s growth. After all, the 
shares are trading at a slight dis- 
count to the market price/earnings 
multiple for, say, 1997/98. 

In feet, investors should beware 
of this comforting theory - because 
Stagecoach’s price/earnings multi- 
ples are now dangerously flattering. 
For a start, a big chunk of earnings 
growth comes from South West 
Trains, a franchis e which ends in 
2003 and should therefore be 
stripped out and treated differently. 
So should Porterbrook, a rolling 
stock leasing company whose profit- 
ability once gristing leases come to 
an aid between 2002 and 2004 is 
anyone’s guess. . 

To isolate these effects precisely 
is tricky because it is difficult to pin 
a long-ter m val ue on Porterbrook. 
But it and SWT both have a strong 
"jam today" effect and deserve low 
multiples; ibis i mplies that the rest 
of Stagecoach is trading at a price/ 
earnings premium to the market, 
even for 1997/98. Yet the rump is 
mainly composed of mature bus 
businesses with dull growth pros- 
pects. For them, such a rating looks 
implausibly racy. 

Of course, there is a case for 
hang in g on to the shares regardless. 
Stagecoach Haw a remarkable ability 
to pull imaginative rabbits out or 
hate. But investors should be taking 
this pricy gamble with their eyes 
open, now that the shares look fun- 
damentally over-valued. 
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MINISTER O DEL TESORO DELLA REPUBBLICA ITALIANA 


PROCEDURE FOR THE DISPOSAL OF 60% OF THE ORDINARY SHARE CAPITAL OF 


S-P-V 

SOLICITATION OF INTEREST 

In accordance with tbc Dear* Lew of 24 September 1996 no. 497 regarrimgthe restructuring and the privatisation of Banco 
di Napoli, the Ministro del Tesoro. with die Ministerial Decree of 14 October 19 96. has established die procedure for the 
disposal of 60% of Banco di Napoli's share capital, soliciting bids. 

This invitation is addressed solely to banks, financial institutions, insurance companies and other institutional investors, both 
Italian ami foreign, who meet the following requisites; a) Shareholders’ foods as at 31 December 1995 of not less than two 
thousand WIioo I talian Lira; b) Positive net income for the last those financial years; e) Capital ratios and/or capital adequacy 
in line with domestic or international standards or regulations. 

Joint bids will be allowod and both conditions b) and c) above will have to be satisfied by each of the parties to the joint bid. 
while it will be sufficient that only one party to die joint bid satisfies condition a). 

As from the date of publication of the above-meodoned Ministerial Decree and until 18 November 1996. potential bidders 
who satisfy the conditions set out above can indicate their interest in tbe acquisition, either in writing or by f«, to Pnfox-iiiid 
Italia S.p-A. CRotiiscfuJd’). advisor co the Mitustero del Tesoro for this sale, by requesting the bidding procedure manual 
which will detail the sale procedures as well as tbe information and doenmenotion required to be admitted to tbe sale 
procedure for admission. 

Al the same time as tbe indica tio n of interest potential bidders shall also request die Bank of Italy for & preliminary 
authorisation to participate in the sale procedure. Any application to participate in the sale procedure received by Rothschild 
after 13 November 1996 will not be considered. 

Tbe Bank of Italy wiO co mmunic ate its preliminary decision on admission of candidates to the sale procedure directly to the 
applicant and to Rothschild, within seven days from receipt of tbe application. For interested parties which are not Italian 
banks or Italian financial institutions, the Bank of Italy will take into account die opinion of tbe relevant regulatory authority; 
in which case the term of seven days win run Grom die date of receipt of such an opinion. 

Rothschild after verification of die requirements for admission and receipt of the preliminary .authorisation by the Ra„t- 
Italy, will promptly notify interested patties of their admission to the bidding process and will famish admitted interested 
parties with a copy of an Information Memorandum pre pa red for the purpose of foe sale which contains confidential 
information on Banco di Napoli and on foe transfer of certain activities to a special purpose company in acccnlance with the 
above-mentioned Decree Law oo. 497. 

Interested parties who are a dmit ted to the sale procedure may e ither provide by 2 December 1995. a letter 
comimonem to make tbe offer to purchase, thereby obtaining a right of first refold, or directly a definitive offer by 20 
Dec em ber 1996. The required contents of both foe commitment letter and foe definitive offer will be A- ^ iT nf in the above- 
mentioned Ministerial Decree, in the bidding procedure manual and in die Information Memorandum. 

The sale will be made to foe candidate who has presented foe lushest offer, without prejudice to any right granted, previously 
provided that tbe offer price is co n s i dered fair by the advisor ap po i n ted by foe Mmistem del Tfesoiownd provided foal the 
candidate has re ce iv e d a definitive authorisation by foe Bank of fialy. 

The Ministero del Tesoro reserves foe right to suspend or t erminate at any time die sale negotiations or interrupt the c«i- 
procedures without giving Che interested parties any recourse to rermburseznent or compensation. 

This announcement represents an invitation to bid and not a public offer ex an. 1336 cxv, nor tbe solicitation lb Italian public 
ex ant. l/TSaffoe law 7 June 1974 no 216 and subsequent modifications and amendments. f <• 

This invitation and the entire sale procedure will be governed by Indian Law and tbe Court of Rome wfl) be 1 ^ ^ .^ f 
any disputes. 

This invitation appears as a matter of information only as the sale procedure wiH be regulated exclusively by foe above, 
mentioned Ministerial Decree and by the relevant documents recalled by foe Ministerial Decree. 


For further in formatio n interested patties should creitace 

Roffaschfid Bata S.pA. 


Don. Alessandro Daffina 
Director 

TO *39 2 724 43 302 


Cotso Magenta 12. 20123 Milan 
Tfek +39 2 724 43 333 - 
Fax: +392 724 43 300 


Dot*. Filippo fTwwgft n 
Cacptxate Finance Manage r 
TO. +39 2 724 4T3Q3 
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I LEGALDEFlNlTlONS 

. paralegal ft, l one Who provides advice 
’’.-hi great height (dsil 20.000 feet) 2 wordy 
. legal -document with many indented lines 
.3apers»p«ain<&m6U^^ matters. 

, see ROWE* MAWr asap (pA 0171-2484282) 


Rowe A; Maw 
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Gazprom issue to be priced at top of range 


By Bobert Contfoe 
: in London. 

TJte laStial . international 
Offering by Gazprom, Rus- 
sia’s largest company, is 
ei&ected to be priced this 
week, at the upper end of the 
Si4-$1G range announced 
when the global offering was 
launched two weeks ago. - 
_The issue, of 23.7m Ameri- 
can Depositary Shares, or 
about l per cent of the com- 
pany, Is said to be “oversub- 
scribed,'’, but it was unclear 


yesterday whether the 15 per 
cent over-allotment option 
will be exercised, 

Gazprom wants to price 
the issue as high as possible 
but will seek not to deter 
investors from participating 
in future sales. The issue is 
Use first of a series which 
will lead to Gazprom selling 
9 per cent of its equity to 
foreign investors. 

“Gazprom will want to sell 
their 9 per cent at the high- 
est average price and so 
should be quite content to 


hold shares for the next 
tranche,” one Moscow-based 
banker said yesterday. “For 
Gazprom a successful deal is 
one which positions the com- 
pany in the International 
capital markets." 

Foreign institutional 
investors will be allocated 
shares this week. There is no 
“prescribed formula" for the 
allocation, which will be 
based on a number of fac- 
tors, including the "per- 
ceived quality" of the inves- 
tor and their geographical 


location. Interest was said to 
be particularly strong in con- 
tinental Europe, Gazprom's 
main export market 

The abrupt sacking of Mr 
Alexander Lebed as Russia's 
security chief last week has 
cast a shadow over the deal 
but does not appear to have 
deterred many institutional 
investors, which were aware 
of the political risks of 
investing in Russia. 

Mr Lebed’s departure also 
removed one particular 
threat to Gazprom, since the 


former general’s advisers 
have been arguing for its 
renationalisation. 

The position of Mr Victor 
Chernomyrdin, the prime 
minister who formerly ran 
Gazprom and maintains 
close ties with the company, 
has been strengthened by 
the latest developments. 

On Friday, President Boris 
Yeltsin published a decree 
freezing energy prices until 
December - a move intended 
to ease the non-payment 
crisis which has been 


plaguing Russian companies. 

The decree calls for a 
mechanism to clear the 
Rbs50,000bn ($9hn) which is 
owed to Gazprom by late- 
pairing customers. But it will 
also make the government 
even more Insistent on 
recovering Rbsl5,000bn of 
taxes which Gazprom owes. 

On Friday, senior Gaz- 
prom managers completed a 
two-week road show in 
Europe, Asia and the US 
with a visit to Chicago. 

Mr Rem Vyakhirev, Gaz- 


prom's chairman, was said 
to have been "truly sur- 
prised" by concern over the 
company's tax position. 

He told potential investors 
that Gazprom, which 
accounts for 6-8 per cent of 
Russia’s gross domestic 
product, was not seeking 
special tax privileges. It 
wants a netting out arrange- 
ment, under which it could 
offset tax Liabilities against 
domestic debt, most of which 
is owed by government agen- 
cies and municipalities. 


The head of Mercedes is resisting plans to restructure the German group 

Daimler rivals fight for pole position 



Airing a reception at 
> Daimler-Benz sev- 
eral months ago, Mr 

- jflrgen Schrempp, ^hatm-ian, 
put an arm round the shoul- 
ders of - the irtan he Kt rag to 
call “toy good colleague". 

The colleague was Mr Hel- 

- mut Wemer, chair man of 

Mercedes-Benz, Daimler’s 
largest division. He looked 
distinctly uncomfortable but 
managed a smile. Mr 
Schrempp, by contrast, hold- 
ing a long cigar in his other 
hand, was beaming: he 
wants to extend his grip to 
the whole of Mr Werner’s 
company. Mr Werner is, 
however, putting up stiff 
resistance. 

The Daimler chairman is 
pushing for an in-house 
merger with Mercedes-Benz 
as part of a wider manage- 
ment reorganisation. Mr 
Werner opposes the disman- 
tling of Mercedes, a company 
he has helped turn into 
Europe's most profitable car- 
maker. 

Both sides insist the 
debate is primarily over 
commercial issues, but it has 
been overshadowed' by the 
personal rivalry between 
two of the biagast figures in 
German industry — two men 
who once competed for the 
top job at Daimler and 
whose antagonism, has 
continued to the present 
day. 

Mr Schrempp became 
chairman of Daimler In May 
last year, and Mr Werner 
continued in his did job at 
Mercedes. It is a powerful 
job In its own right since 
Mercedes malms up the bulk 
of Daimler’s business vol- 
ume and virtually all its 
profits. 

The problem was that Mr 
Werner had,' owing to a 
series of internal changes, 
gradually become too power- 
ful Ironically, this increase 
in power could now trigger 
his downfall. 

Mr Schrempp began bis 
reign at Daimler with a 
profit warning. The company 
ended last year with a net 
Joss of DM5.7bn ($3.7bn), the 
result of miscalculations in 
dollar exchange dealings and 
of heavy reorganisation 
expenses. 

During last year, Daimler 
decided to dismantle AEG, 
the industrial subsidiary. 
Early this year, it pulled out 
of Fokker, the Dutch 
regional aircraft maker, and 
then sold Dormer, a German 
regional aircraft group. The 
number of business divisions 



Jftrgen Schrempp (left), Daimler chairman, is keen to control Helmut Werner's Mercedes 


fell from 35 to 25. Fair those 
which survived, Daimler 
introduced financial perfor- 
mance targets for the first 
time. 

Daimler has been return- 
ing to its roots: transport 
technology. But along the 
way the size of Mercedes - 
and the influence of Mr Wer- 
ner - within the group has 
strengthened. 

Mr Schrempp -argues that 
it is impossible to m a n age 
Daimler without managing 
Mercedes. More seriously, he 
says that many senior man- 
agement functions in the 
group are duplicated and 


that there are too many lay- 
ers of management bureau- 
cracry. 

The chief of the company’s 
west European trucks unit, 
for example, reports to Mer- 
cedes' commercial vehicles 
chief, who is a member of 
the management board of 
Mercedes. The commercial 
vehicle chief reports to Mr 
Wemer, who is also a mem- 
ber of the Daimler-Benz 
board. 

A merger would cut out 
the Mercedes board, leaving 
the head of each business 
unit reporting directly to 
Daimler’s main board. 


Everybody, including Mr 
Wemer, agrees that the cur- 
rent structure - designed to 
reflect the now discredited 
concept of the "integrated 
technology group" - needs 
an overhauL 

To support his drive for 
change, Mr Schrempp has 
commissioned research from 
Goldman Sachs, the US 
investment bank, which 
shows that management 
structures such as Daimler's 
are commonly associated 
with losers. 

The winners are those 
which have adopted a portfo- 
lio system — a structure sim- 


ilar to that of Asea Brown 
Boveri, the Swiss-Swedish 
engineering group, and of 
General Electric of the US. 
Both companies are man- 
aged by a small board of 
directors directly responsible 
for each business unit. 
Daimler, by contrast, has 
several layers of top manage- 
ment 

I n a recent report. 
J.P. Morgan, the US 
investment bank, also 
underlined the need for 
change at Daimler. It said: 
"Hie divisional holding com- 
panies are playing an ever- 
diminishing role in the 
administration of the com- 
pany and are becoming little 
more than legal entities." 

At present. Mercedes, 
Daimler-Benz Aerospace and 
Debis, the financial services 
and information technology 
subsidiary, are separate 
legal entities, while Daimler- 
Benz acts as a holding com- 
pany responsible for allocat- 
ing financial resources and 
for overall strategy. 

Both Daimler and Mer- 
cedes have their head- 
quarters in Stuttgart, but in 
separate parts of the city. 
Both sides regard the cur- 
rent internal debate differ- 
ently. 

At Daimler, a merger with 
Mercedes is now seen as the 
most likely outcome of the 
discussion. Within Mercedes, 
a merger is seen as only one 
of several options - and not 
the preferred one. 

The German media have 
maintained a keen interest 
Mr Werner is rumoured 
either to be about to leave 
the company or to be a can- 
didate for a number of alter- 
native positions. These 
include the posts of chief 
comptroller, deputy chair- 
man, or chairman of the 
supervisory board, a position 
now held by Mr Hllmar Kop- 
per, the chairman of Deut- 
sche Bank. 

One possibility under dis- 
cussion is that Mr Werner 
should become deputy chair- 
man and that the most 
senior members of Mercedes' 
10 -strong management board 
should also join the Daimler 
board. 

The result would be a 
more streamlined organisa- 
tion, of the type favoured by 
Mr Schrempp. But it would 
also ensure that the two men 
would remain at each other's 
throats. 

Wolfgang Munchau 
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BP/Mobil to contract 
out finance operations 


By Robert Corzine 
in London 

British Petroleum and Mobil 
of the US hope to secure 
even bigger cost cuts from 
their planned $5tan European 
refining and marketing joint 
venture by outsourcing 
ifln y flnminial tasks to 
ntemational accounting 
ompanies. 

Talks on transferring 


Under the terms of the BP/ 


1 m nii — i— — — — 

Ji “European enabling 


geographical lines in the 43 
countries covered by the 
joint venture agreement. 
The final decision on 
whether the BP/Mobil joint 
venture in a particular coun- 
try will opt for outsourcing 
is expected to be taken by 
local management. 

BP and Mobil hope to 
make annual savings of 
$400m-$S00m from the joint 
venture. The company 
declined to say how much 
more it might save by con- 
cluding an outsourcing deal 

In February, BP and Mold] 
paid the new venture would 
be supported by 2£00 "com- 
mon services” staff drawn 
ffom the two companies. 

The decision to outsource 
♦hA financial transactions 
division would not lead to 
other specialist services 
within the joint venture 
hoiTig hived off, said BP. 

The structure and success 
of the BP/Mobil project in 
Europe is being watched 
closely by the international 
on Industry, which is facing 
a restructuring of the refin- 


ing and marketing sector as 
competitive pressures erode 
profit margins. 

Although financial out- 
sourcing has gained a secure 
foothold among the 
upstream divisions of some 
oil companies, it had not 
been tried to any degree in 
downstream operations. Nor 
had it made many inroads 
into continental Europe, said 
accountants. 

The BP/Mobil move is 
thought to be based in large 
part cm the success of a simi- 
lar programme at BP Explo- 
ration in Aberdeen, where 
the cost of accounting ser- 
vices has been more than 
halved since more than 300 
staff were transferred to 
Andersen Consulting in 1992- 

Those numbers had dwin- 
dled to about iso, but bp 
and Andersen said those 
Who remained Hurl generally 

welcomed the arrangement 

Oil companies seeking to 
lower their cost bases have 
asked outside suppliers to 
take over many other rou- 
tine tasks. 
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Moldova plans 
first dip into 
capital markets 


By Kevin Done, 

East Eirope Correspondent 

Moldova, the former Soviet 
Republic sandwiched 
between Ukraine and 
Romania, is planning to 
make its first approach to 
the international capital 
markets since gaining inde- 
pendence in 1991. 

The country, which is hop- 
ing to take advantage of the 
keen appetite among inves- 
tors for emerging market 
risk, was p lanning in a first 
step to make a private place- 
ment for about $25m with 
institutional investors in the 
US, Europe and Asia, said 
Mr Valeria Chi tan, Mol- 
dovan finance minister. 

Moldova was negotiating 
with international credit rat- 
ing agencies to gain a rating 
by the end of this year. It 
intended to make its first 
eurobond issue for about 
$50m during the first half of 
1997, he said. 

Merrill Lynch has been 
appointed financial adviser 
and lead manager for both 
the private placement and 
the Eurobond issue. 

Moldova is following Rus- 
sia and Lithuania from the 
former Soviet Union, which 
have gained international 
credit ratings, and Kazakh- 
stan, which is expected to be 
rated shortly. 

Russia received higher 
than expected non-invest- 
ment grade ratings this 
month from the US rating 
agencies Moody’s (Ba 2) and 
Standard & Poor’s (BB-), and 
from ZBCA (BB+), the Euro- 
pean agency. Lithuania Is 
rated Ba2 by Moody’s. 


Four central European 
countries; Slovenia, the 
Czech Republic. Poland and 
Slovakia, have investment 
grade ratings. Investor inter- 
est is moving further east as 
the terms for lending to the 
former co mmunis t states of 
central Europe become more 
competitive. 

Moldova, with a popula- 
tion of 4.4m and one of the 
highest population densities 
in Europe, has succeeded in 
stabilising the economy dur- 
ing the past two years. It has 
reversed the sharp contrac- 
tion of activity that followed 
the breakdown of the Soviet 
Union and the collapse of 
the Ccrmecon trading system. 

Inflation, which was run- 
ning at more than 2,000 per 
cent in 1903 is forecast to fall 
to 16-17 per cent year-on-year 
by December. 

Gross domestic product, 43 
per cent of which is 
accounted for by agriculture, 
is forecast to rise by 1-2 per 
cent in 1996 and by 6-7 per 
cent in each of the next two 
years. Output had declined 
for five years in succession 
with GDP declining by 29 
per cent and 31 per cent in 
the drought years of 1992 
and 1994. according to a 
report by Merrill Lynch. 

The risks facing investors 
in Moldova are accentuated 
by the continued absence of 
any political settlement in 
the break-away regions of 
Trans-Dnestr, where there is 
a heavy Russian army pres- 
ence, and in Gagauz in the 
south. The festering conflict 
with Trans-Dnestr has been 
in stalemate since civil war 
flared in 1992. 
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Eni 


The Italian Treasury has 
fixed a maximum price of 
L7.425 per share far the 
offering of 85 per cent of 
’Em , the nptiprufl oil 
company. This compares 
with Friday’s close of 
L7,438. A positive outcome 
of the Eni sale, due to 
raise at least L5,200bn 
($3.39bn), is regarded as 
essential for the offerings 
next year of Stet, the 
telecoms group, and Enel, 
the national electricity 
company. Page 20 


Endesa 


Spain’s power industry 
will see a wide-ranging 
reorganisation following 
the $l-56bn agreed 
takeovers announced on 
Friday of the SevtQana 
and Fesca power 
companies by Endesa, 
Spain's government- 
controlled generator. 

Page 20 

British Sky 
Broadcasting 

British Sky Broadcasting, 
the UK satellite television 
operator, is facing a 
challenge from minority 
shareholders over plans to 
exempt two directors from 
having to stand for 
regular re-election to the 
board at annual general 
meetings. Page 20 

Fund 

Management 

Changes in the global 
political environment 
which have opened up 
vast new areas to 
exploration are attracting 
some North American 
fund managers into a new 
area: small natural 
resources and mining 
companies. The risks are 
high, but one big find can 
mean a good pay-off for 
investors. Page 20 

Global Investor 

For investors, the new era 
of European monetary 
union promises a 
markedly higher overall 
level of financial stability 
among Emu members. It 
may also, however, 
produce a world of more 
brittle credit, at least 
until the system settles 
down sometime in the 
next century. Page 22 


THE RIGHT SIZE 


THE RIGHT 


PEOPLE. THE 


ROYAL BANK. 


DESIGNED T 


DELIVER 

AtT'?e Roy,?! 8 . 1 :: k of Scotland we're confident that we can make a difference 
to /our business. By understanding your needs we can respond with effective 
anci innovative solutions.. We’re already an acknowledged pktyer in the 
marketplace, but you’ll find that hasn’t blunted our ambition. So. should 
you approach us you’ll be dealing with experienced, fo-rward-thinking 
individual*', with the ability to get result's, The sort p{ people with whom you 
can make even the best better. For promises y The Royal Bank 
that can be delivered call 0800 34 35 36. Of Scotland 


Th* Bfijnl Bonk of Sudani pfc. Rcgtsnred Office: 36 Sc Andraw Sqinra. Edmbu^t Sd JY&. ftcgmnrad tn Scotland No 90312. 




•V 

■i 

•* 

■3* • 


■ J; 










FINANCIAL TIMES MONDAY OCTOBER 21 1996 


COMPANIES AND FINANCE 


Mining 


By Robert Graham 
in Rome 


The Italian Treasury is 
staking its prestige on the 
success of the second stage 
of its privatisation of Eni, 
the national oil company, 
which opens today and 
closes on Friday. 

A positive outcome of the 
Eni sale, due to raise at least 
L5,200bn f$3.39bn), is 

regarded as essential for the 
offerings next year of Stet. 
the telecoms group, and 


Enel, the national electricity 
company. It will be the larg- 
est European privatisation 
this year after Deutsche 
Telekom. 

The Treasury fixed on Sat- 
urday a maximum price of 
L7.425 a share for the offer- 
ing of 700m shares, equiva- 
lent to 8.5 per cent of Eni’s 
stock. The price ceiling was 
fixed cautiously. Last Fri- 
day, when 20m shares worth 
over L147bn changed hands. 
Eni shares closed at L7.498. 

The final share price will 


be the average of this week’s 
trading. The offer carries a 
3.5 per cent discount on this 
Friday’s closing price. Yes- 
terday, analysts said this 
was in the middle range and 
in line with similar offers 
internationally. 

Eni and its advisers claim 
the roadshow has attracted 
considerable interest. But 
the bookbuilding operation 
among institutional inves- 
tors is still in progress. Spe- 
cial interest will focus on the 
US, allotted 165m shares. 


where the roadshow is fin- 
ishing this week and where 
bookbuilding has started 
last If the 'greenshoe' over- 
allotment option of 105m 
shares for institutional 
investors is included, the 
stake being sold will be 10 
per cent 

The Treasury has deliber- 
ately limited the size of the 
sell-off to a conservative esti- 
mate of market demand. But 
senior officials have indi- 
cated the offer could be re- 
sized if demand is strong. 


Retail investors in Italy 
will be allowed to buy up to 
300m shares, and an unprec- 
edented marketing campaign 
- with the slogan “You too 
with Eni” - has encouraged 
Italians to buy Eni. 

Television, radio, and 
newspapers have been used 
in the campaign. R*"!*** who 
sell shares to clients will be 
given a special premium on 
sales, while investors who 
hold on to the shares for a 
year will get a one-for-10 
bonus. 


of opportunity 


Tracy Corrigan on the growth of North 
American interest in commodity companies 


BSkyB faces 
challenge to 
rule change 


By William Lewis 


BSkyB. the satellite 
television operator, is facing 
a challenge from minority 
shareholders over plans to 
remove two directors from 
having to stand for regular 
re-election to the board at 
annual general meetings. 

The company wants a 
change to its articles of asso- 
ciation to enable Mr Michel 
Crepon and Mr Jerome Sey- 
doux to avoid ever having to 
be re-elected. 

Pirc. the corporate gover- 
nance consultancy, has 
advised its institutional 
shareholder clients to oppose 
the change. Its call is likely 
to be supported by leading 
pension funds who recently 
launched a' campaign to 


press public companies to 
put all their directors up for 
re-election. 

The National Association 
of Pension Funds said that 
“as a general principle we 
would not welcome the 
introduction of insulation 
unless the company has 
exceptionally strong argu- 
ments. No doubt sharehold- 
ers will be looking closely at 
these [BSkyB ’s] proposals." 

BSkyB said that “we have 
good reasons for it,” Mr Cre- 
pon and Mr Seydoux are 
appointees of Pathd. the 
French media group which 
became one of BSkyB's larg- 
est shareholders when it was 
formed out of the demerger 
of the Chargeurs conglomer- 
ate. 

BSkyB is proposing that 




Rupert Murdoch: role of daughter as ’alternate director’ was highlighted by Pirc report 


its articles of association are 
changed to ensure that direc- 
tors appointed to its board 
by Pathd do not In future 
have to face regular re-elec- 
tion. 

Both were formerly the 
appointee directors of Char- 
geurs, but are having to 
stand for re-election at next 
month’s BSkyB’s ann ual 


meeting because they are 
now appointees of Pathd. 

BSkyB wants to change 
the articles so that all the 
shareholder appointee direc- 
tors of BSkyB are insulated 
from regular re-election. 

Pirc’s report for clients 
ahead of BSkyB’s annual 
meeting on November 1 also 
highlights the new role of 


Ms Elisabeth Murdoch, 
daughter of Mr Rupert Mur- 
doch, also a director of 
BSkyB. 

Earlier this year Ms Mur- 
doch was appointed as an 
executive of BSkyB and as 
an “alternate director” to 
three BSkyB directors. Mr 
Murdoch, Mr Arthur Siskind 
and Mr David Devoe. 


Endesa leads Spanish power shake-up 


By Tom Bums in Madrid 


Spain's power industry will 
see a wide-ranging reorgani- 
sation following the S1.56bn 
agreed takeovers of Sevil- 
iana and Fecsa by Endesa. 
Spain’s government- 
controlled generator. 

Industry ministry offi- 
cials, who crafted the take- 
overs announced on Friday, 
indicated over the weekend 
that Banco Bilbao Vizcaya 


(BBV), the principal inves- 
tor in the power sector after 
the government, would sell 
its 6.5 stake in Sevillana to 
Endesa. It will now concen- 
trate ou Iberdrola, ranked 
next after Endesa, of which 
it already controls a 10 per 
cent shareholding. 

Endesa, meanwhile, will 
sell the 7.5 stake in Unidn 
Fenosa, the third -ranked 
power group. It will also dis- 
pose of its holdings in 


smaller electricity compa- 
nies to consolidate its power 
business around Sevillana 
and Fecsa. The industry 
ministry, which wants to 
encourage greater competi- 
tion in the electricity indus- 
try, favours the creation of a 
third power group around 
Uni6n Fenosa to prevent 
domination by Endesa and 
Iberdrola. 

The takeovers, the biggest 
on the Spanish market. 


poshed the general index of 
Madrid’s Boisa to an his- 
toric high when it closed on 
Friday, and the ramifica- 
tions of the bids will con- 
tinue to be the focus of the 
market's attention. 

Through the takeovers, 
Endesa will consolidate its 
position as Spain’s domi- 
nant power group, and 
become one of Europe’s big- 
gest utilities. It stands to 
increase its cash flow from 


Pta411bn ($3.2bn) to 
Pta59lbn, its sales from 
Pta884bn to Ptal,800bn, and 
total assets from Ptal,100bn 
to Pta3,300bn. 

However, IBCA, the UK 
rating agency, warned that 
Endesa's total estimated 
debt, forecast at Pta552bn 
for the end of thin year, will 
more than double through 
the takeover of Sevillana 
and Fecsa. IBCA has placed 
Endesa on RatingWatch. 


Some North American fund 
managers looking for growth 
but sceptical about the 
valuations of technology 
stocks are moving into a 
new area: small natural 
resources and mining 
companies. Usually, these 
are only growth stocks if 
commodity prices are going 
up. This trend is different: it 
is the result of changes in 
the global political 
environment which have 
opened up vast new areas to 
exploration. The risks are 
high, but one big find can 
mean a good pay-off for 
investors. 

“Geo-political changes 
after the Cold War set the 
whole trend in place. Many 
countries and territories 
which were previously 
unavailable for investment 
purposes have opened up,** 
said Mr Frank Giustra, chief 
executive officer of Yorkton 
Securities, a Canadian-based 
securities firm which 
arranges financings for 
junior mining and oil 
exploration companies. 
According to Mr Giustra, the 
opening up of new territories 
and moves towards 
implementing proper min mg 
laws has opened up the 
two-thirds of the world's 
mineral-rich land which was 
not available five years ago. 
In those days, Mr Giustra 
notes, companies were more 
or less restricted to 
Australia, America and 
Africa. 

Mr Doug Donald who 
manages the Scudder Gold 
Fund says the driving force 
behind the growth of 
specialist funds has been 
“the opening up of very good 
regions which had never 
been explored by modem 
methods. The quality of the 
exploration work currently 
being undertaken is superb. 
It only takes one drill hole to 
double or triple the value of 
a stock.” 

US natural resource and 
mining mutual funds 
increased their funds under 
management to $10.4bn at 


the end of September, from 
$8.7bn a year before, 
according to Upper 
Analytical Services. 
Emerging market funds, 
which have a high per- 
centage of resources and 
mining stocks, have $15.1bn 
under management against 
$9.4bn a year ago. according 
to the Upper numbers. 

US fund managers find 
these investments attractive 
because they offer a play on 
the emerging markets 
through North American 
companies - mainly 
Canadian companies listed 
on the exchanges of Toronto 
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or Vancouver. This means 
that fund managers are hot 
exposed to direct foreign 
exchange risk, a category of 
risk -which US investors 
typically like to avoid; and 
they do not have to invest - 
directly in emerging stock 
markets. which are 
generally undeveloped and 
may lack, for example, 
efficient clearing 

mechanisms 

Equity investment in these 
companies is obviously risky 
- some have no assets at all, 
but the rewards have been 
high. Upper’s US mutual 
fund performance tables 
show that the season’s star 
was Eaton Vance Gold/ 
Natural Resources, which 
made a 20 per cent return in 
the quarter, and has 
achieved a 42 per cent return 
for the year to date. 

Such results could prompt 
a further shift of capitaL The 
momentum has been created 
by the huge ret urns 
generated by a few big finds. 
For example. ' a large 
Indonesian gold discovery 
has catapulted Bre-X. a 
Canadian penny stock, into 
the big league. “Everyone Is 
looking for the next big 


or governments. 
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Securum to sell UK assets 


Setback to Optus float plans 


By Simon London, 
Property Correspondent 


Securum. the state-owned 
Swedish holding company, is 
dose to disposing of £l00m 
of UK property, and has 
decided to sell the Ark, the 
futuristic London office 
building, which is its largest 
single asset 

The deals will virtually 
complete the sale of Secu- 
rum's UK assets, three years 
after it was set up to acquire 
distressed loans as part of 
the recapitalisation or Nord- 
banken, the Swedish bank. 

Mr Kai Ringenson, chief 
executive of Securum UK, 
said terms had been agreed 
to sell two Holiday Inn 
hotels in central London and 


Edinburgh, and a retail park 
in Richmond, south-west 
London, raising about £75m. 

It is also negotiating the 
sale of Friars Bridge Court, 
an office block next to Black- 
friars Bridge, central Lon- 
don. in a deal expected to 
raise about £30m. 

The Ark. a landmark 
building adjacent to the A4 
in Hammersmith, will be 
Securum 's last significant 
UK asset once these trans- 
actions are completed. 

The copper and glass 
structure stood empty for 
three years after its comple- 
tion. It was taken last year 
by Seagram, the Canadian 
drinks and media company. 
The 25-year lease generates 
annual rental income of 


about £3-3m. Securum hopes 
to raise up to £50m. 

The disposals will leave 
Securum UK with only a 
handful of smaller properties 
to sell, while its City of Lon- 
don office is also likely to be 
run-down. 

Securum paid more than 
£500m for Nordbanken’s UK 
loan portfolio in 1993 and 
took control of most of the 
underlying assets on which 
loans were secured. 

In 1994 it floated Servisair, 
the airline service company, 
and last year it sold ANC, a 
parcel distribution business. 
This year it sold a £50m port- 
folio of outstanding loans to 
Amresco, a US company spe- 
cialising in distressed debt. 

The company hopes to 


repay about £2 05m to the 
Swedish government, com- 
pared with initial equity cap- 
ital of £l60m in 1993. 

While part of this lift is 
due to the property market's 
improved tone, Securum has 
also invested to improve val- 
ues. The Richmond site, for 
example, was valued at £3m 
in 1992: it has since spent 
£7m gaining planning per- 
mission and building a retail 
park. Its disposal will raise 
more than £20m 

Securum’s Swedish parent 
announced in July plans to 
sell a majority stake in Cas- 
tellum. its main Scandina- 
vian property holding com- 
pany, to Morgan Stanley, the 
US investment bank, for 
about Skr2bn f£!92m). 


By Nikki Tart 
in Sydney 


The forthcoming flotation of 
Optus Communications was 
put into doubt last week 
after the Australian telecom- 
munications carrier failed to 
expedite a legal dispute with 
partners in its Optus Vision 
cable joint venture. 

With this unresolved issue 
likely to cloud any prospec- 
tus, Optus maintains that its 
shareholders will need to 
investigate “alternative 
strategies for proceeding 
with a float of the company". 
The telecoms carrier, which 
had pledged to float in 1996, 
offered no details on timing. 

Mayne Nickless, which 
owns 24.9 per cent of Optus 


which it had planned to sell, 
said on Friday it was still 
committed to achieving a 
float in 1996. “We are 
actively pursuing strategies 
with the other shareholders 
of Optus to achieve a float of 
Optus this calender year,” 
said Mr Bob Dalziel, chief 
executive. 

“We will immediately 
Inform Mayne Nickless 
shareholders in the event 
that the float is not achiev- 
able in calender 1996,” he 
said. 

The original float plan was 
designed to give some liquid- 
ity to Optus shares, and put 
a market price tag - likely 
to be around A$4bn 
(USS3-2bn) - on the group. 
Mayne Nickless, Optus’ larg- 


est shareholder, was expec- 
ted to sell out completely, 
with part of its holding 
being offered to existing 
Mayne Nickless share- 
holders. 

Optus was also expected to 
raise A$200m-A$400m at the 
time of the float, although 
half of that would come from 
a rights issue to the two for- 
eign shareholders - the UK’s 
Cable & Wireless and Bell- 
South in the US. Other insti- 
tutional shareholders were 
likely to sell only modest 
amounts of shares. 

The court case - which 
could hamper these plans - 
centres on a claim by Seven 
Network that other members 
of the Optus Vision consor- 
tium (including Optus Com- 


munications! breached the 
Optus Vision shareholders 
agreement by granting Mr 
Kerry Packer’s Publishing 
and Broadcasting group. 
options to increase its 
in Optus Vision. 

At present, PBL owns only’ 
5 per cent of Optus Visum* 
but the potential Increase 
results from PBL’s rolfe in 
forging a satellite joint ven- 
ture between the cable com- 
pany and Australis, another 
pay-TV operator which holds 
a satellite broadcasting 
licence. 

Optus did not detail what 
alternative ways of floating 
might be considered - 
although a compliance list- 
ing might theoretically be 
possible. 
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Saudi Industrial Venture Capital Group 
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A PERQS based on the price of Royal £ Sim Alliance Ordinary Shares 
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RESOLUTION 

The 'Meeting hereby sanctions the moeSffcations. alterations or additions to the provisions of the 
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- To amend the objects clause of the Fund so as to read as foSows: 

"The exaustveobjact of the Company. Is to place the funds avafcfcte to It m transferable securities 

Lu xembou rg law of 30th March 1988 regarang cottective In ves tm e nt 

- To create Afferent classes of shares and to define the respective rights of these riassei'- 

- To enable the board of directors to decide to liquidate a dass of sharestinder certain drcixnstanc« 

- To redefine the conditions of transfer of registered shares. — 

- To clarify the right of joint shareholders to payments from the Fund. - „ - 
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world-class discovery,” says 

Mr Giustra. He believes,, 
however, that the current 
Investment trend will 
persist, supported by. ,a 
stream of one large 
discovery every year or so 
for the next five years, 'nils 
sort of discovery rate .Is 
sustainable, be says, given 
the greatly increased scale of 
exploration. ■ " 

But the danger .for 
investors is that the current; 
trend is a bull market 
phenomenon. In a bear 
market, .investors .could 
become more risk-averse. Or 
exploration success could, 
create problems of 
oversupply. “There has been, 
a lot of promotion,” warns 
Mr Harry Bingham, 
president of Van Eck 
Institutional Advisers. “In a 
bull market environment, 
people are. . willing . . to 
speculate.” ■ 

Even more than in other 
equity funds, diversification 
is essential to. fry to spread 
the. risk, .given that some, 
stocks are bound to ..be. 
losers. Mr Donald’s fond, for 
example, is invested in 30 
countries, mainly through 
Canadian companies. 

- So what are the 
investment criteria for 
picking stocks, when many 
of these companies have, no 
real assets and no 
performance history? Some 
fund mangers, like Mr 
Donald, are trained, 
geologists, who can analyse 
the technical viability . of, 
projects. He sets himself four 
simple criteria: people 7 who 
is r unning the company arid' 
what is their track record:' 
property - is it good enough 
to develop; programme - is- 
the exploration plan 
realistic; and last but not 
least, politics. 

The last is often the 
trickiest. Some companies 
fail to deliver not because 
they cannot find what they, 
were looking for. bjfljt, 
because legal disputes 
develop with "local partners. 
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spin off some domestic operations 


By Mfciqo Nakamqto «. 
in Tokyo \ c^.'/.'. 

Japan Airlines is. to spin off 
same of its domestic short- 
haul operations to a subsid- 
iary in order to improve effi- 
ciency and cut costs' in the 
face at growi ng .competition 
in the domestic air. travel 
market. \ 

®be ^Japanese -airHne; plans 
to transfer the operatidns of 
several short-haul routes 
next spring_ tb_ - Japan Tran- 
sOcean Air,: or another new 


subsidiary to be set up for 
that purpose. 

The . move comes amid 
. growing signs of increased 
competition in the Japanese 
domestic airline market. 
.Two companies with no pre- 
vious experience in the 
industry this week 
announced plans to start 
domestic airline services at 
substantially lower rates 
than currently available. 

Meanwhile, a government 
advisory committee on 
administrative reform rec- 


ommended this week that 
landing slots at airports be 
redistributed on the basis of 
competitive bidding. 

JAL. which badly needs to 
reduce costs and become 
more competitive, has for 
about a year been consider- 
ing transferring its short- 
haul business to a subsid- 
iary. Last year it posted a 
small net profit on a n on- 
consolidated basis of Y492m 
($4. 37m) on revenues of 
Yl.115.9bn. However, it has 
reported a net loss in each of 


the years going back to 1992. 
which has led to a cumula- 
tive loss of Y49bn. 

The transfer of some of its 
short-haul business to a sub- 
sidiary. which has lower 
employment costs than the 
parent company, is expected 
to reduce the cost of those 
businesses by 20 to 30 per 
cent, JAL noted. However. 
Japan TransOcean Air. has 
been in dispute with its 
employees over pay. the out- 
come of which is likely to 
determine which subsidiary 


will take on the short-haul 
business. 

The transfer is part of a 
restructuring designed to cut 
costs and increase JAIL'S 
share of the domestic mar- 
ket. JAL hopes to reduce its 
dependence on the interna- 
tional business, where com- 
petition has been fierce, par- 
ticularly from US airlines. 

It aims to lift revenues 
from the domestic market 
from 30 per cent to about 40 
per cent by increasing the 


year by 5 per cent. 

However, its high cost 
structure and concentration 
on long-distance flights have 
made It difficult for JAL to 
improve the efficiency and 
cost competitiveness of its 
domestic short-haul 
operations. The company 
has Jong shouldered high 
personnel costs, and until 
last month its smallest air- 
craft were 767s, which have 
300 seats, whereas short-haul 
routes require aircraft of 
about 150 seats. 


Shake-up 
at group 
bidding for 
Air Liberte 

By Andrew Jack In Paris 

The battle for control of Air 
UbettiSt the private French 
airline, of Is heating up 
after, a restructuring at one 
of its potential buyers. 

MrVmcent Bollor£, who 
beads' the Bollard Tecbnolo- 
~ ' gies group, has been nomi- 
nated' of the lead- 

ing Companies within the 
family heldRivaud group, 
which was one of the air- 
line's largest shareholders. 
A substantial recapitalisa- 
tion is also being negott- 
; ated. 

Rivand, in collaboration 
with Mr Jacques M allot, 
head of the Nouvelles Fron- 
; tiferes travel group, has pro- 

posed to take over the 
operations and some of the 
debts of Air Likertt. 

Offers for Air Liberte 
include one from British 
-Airways, which controls the 
French airline TAT and 
hopes to gain access to Air 
Liberty’s landing rights in 
France. ./ 

.In the re stru c turin g, the 
~ shareholders of Banque 
Rivand are to • inject 
FFr6 00m (Sil5m) into the 
company. Mr Bollorfe takes 
over as chairman of the 
bank and of two other 
Rivand businesses, Soci£t6 
Indnstrielle et Ffnancidre de 
1’ Artois and Fin anci fere Mon- 


at plarc 



“y-. *. 

He .also brings jn two .new 
d i rectors. Ccrant JMqxiard de 
RIbes, a member of the fam- 
ily controlling the Bivand 
group, becomes head of a 
new supervisory board at 
the bank and honorary 
chairman of Soctete Indus- 
trielle. 

Basque Rivand is believed 
to have held over 32 per 
cent of of Air Liberte and to 
have lent it FFribn over the 
last .few years. There is a 
long-standing connection 
between Mr Boll or £ and 
Rivand with cross-share- 
holdings and directorships. 

Separately, unions at Air 
Liberte have run press 
advertisements saying the 
company should be saved to 
stop airspace returning to 
the monopoly control . of Air 
France. 


Suharto-linked 
group poised to 
buy Astra stake 



President Suharto: reason for his family's interest in Astra remains unclear Reuters 


By Manueta Saragosa 
in Jakarta 

A private company 
controlled by foundations 
linked to Indonesia's Presi- 
dent Suharto is set to buy a 
substantial stake in Astra 
International, the country’s 
largest car assembler. 

A local newspaper quoted 
Mr Bob Hasan, commis- 
sioner of Nusantara Ampera 
Bakti (Nusamba) and a close 
associate of President 
Suharto, as saying his group 
“has come to an agreement” 
with state-owned banks and 
that the transaction should 
be finalised this week. 

The state-owned Bank 
Ekspor Impor said it had 
been in negotiations to sell 
the 4 per cent stake in Astra 
held by it and its pension 
fund. 

Three foundations linked 
to President Suharto - Dhar- 
mais, Dakab and Supersemar 
- respectively hold 30 per 
cent, 25 per cent and 25 per 
cent of Nusamba, with the 
rest split between Mr Hasan 
and Mr Suharto's eldest son, 
Mr Sigit Haijojudanto. The 
president is the founder and 


chairman of the three foun- 
dations. 

It is not clear how large 
the stake will be, but accord- 
ing to Astra's list of share- 
holders in early October, 9.61 
per cent of the company was 
owned by its employees' co- 
operatives and a number of 
state-owned banks. 

It remains unclear why 
the presidential family 
should be interested in a 
heavily geared car assembler 
facing increasing competi- 
tion from Indonesia's 
“national'' car project. 

President Suharto's young- 
est son, Mr Hutomo Mandala 
Putra. has been awarded tax 
and tariff breaks not avail- 
able to other car manufac- 
turers to produce the car in 
co-operation with South 
Korea's Kia Motors. Analysts 
have suggested Mr Hutomo, 
who has no manufacturing 
facilities for his national car. 
could make use of Astra's 
facilities. 

Astra has been surrounded 
by rumours of a takeover by 
parties close to President 
Suharto. Earlier this month. 
Mr Putera Sampoema. presi- 
dent of Hanjaya Mandala 


Sampoema. the cigarette 
maker, said he bought 9.81 
per cent of Astra .while a 
Dutch unit of Sampoema 
took a 2JQ5 per cent stake. 

It was believed that Mr 


Sampoema was a front man 
for the entry of new share- 
holders. However, the com- 
pany ann ounced it had can- 
celled a shareholders 
meeting to discuss the 


recently acquired Astra 
stake. 

“We have decided not to 
pursue a course of action 
which would necessitate the 
meeting.” it said. 


Futures shake-out tops conference agenda 


I nternational futures reg- 
ulators. exchange, chiefs, 
and heads of global 
futures broking firms will 
gather in Chicago this week 
for their regular autumn 
review of the listed deriva- 
tives business. Their atten- 
tion, for the first time in at 
least three years, will be 
focused squarely on the eco- 
nomics of their business, 
rather than on eye-popping 
derivatives market scandals. 

The Sumitomo copper 
trading crisis, while still not 
resolved either from the 
point of view of the Securi- 
ties and Investments Board 
or the markets themselves, 
has cooled sufficiently not to 
dominate the Chicago 
agenda. Instead, industry 
leaders will be working to 
stem what many see as a 


• crisis of consolidation. 

Futures broking has 
always been run on thin 
margins, and has become 
less profitable as competi- 
tion for diminishing busi- 
ness drives down commis- 
sions. Over the past two 
decades of explosive growth 
in futures trading, venerable 
family-owned firms have aD 
but disappeared, replaced on 
exchange membership rolls 
by International banks with 
deep capital reserves. 

However, a secondary exo- 
dus has evolved, with big 
banks such as Chase and 
futures clearing groups such 
as Refco sharply contracting 
their operations. Citicorp’s 
futures clearing subsidiary 
is the latest big name said to 
be looking to hand over its 
customer business to 


another firm, or shopping for 
an outright buyer. 

Fewer firms do not mean 
fewer customers for the 
exchanges, since the remain- 
ing companies do larger vol- 
umes. However, each bank 
and broking firm that leaves 
the exchanges takes with it 
important capital reserves 
that back the futures clear- 
ing houses - the institutions 
that guarantee trades and 
distinguish listed futures 
from over-the-counter deriv- 
atives contracts. 

The exodus is most 
marked in Chicago, where 
the futures business is stag- 
nating - volumes on the Chi- 
cago Mercantile Exchange 
were down 4 per cent for the 
first nine months of the 
year, after a sluggish 1995, 
and the Chicago Board of 


Trade's 5.8 per cent vear- 
over-year volume advance 
masks a 5 per cent decline in 
its all-important US Trea- 
sury bond futures contract 

The declines seem small, 
but are a dramatic setback 
for institutions accustomed 
to doubling their business 
every five years. 

Worldwide, the news is 
better. The restructuring of 
the London Clearing House, 
completed last month, shook 
out 45 member fiims, but left 
126 in a stronger, more 
broadly-capitalised entity. 
Europe's largest futures 
exchanges - London's Liffe. 
Paris' Martf, and Germany's 
DTB - are all enjoyiDg 
healthy volume advances 
this year, further challeng- 
ing Chicago’s dominance. 

In the hallways and at pri- 


vate dinners, industry execu- 
tives will increase pressure 
on Chicago's exchanges to 
cut redundant technology 
and banking costs and 
become more globally com- 
petitive. Transatlantic alli- 
ances will be on the agenda, 
although less prominently 
now that Litre’s joint ven- 
ture with the CBOT has 
been delayed. Some expect 
the Matif and CME to 
announce a co-operation on 
Euro-based contracts. 

Regulators will meet pri- 
vately to discuss how to 
refine memoranda that allow 
information sharing across 
borders during, or before, 
times of market crisis - an 
effort made more urgent by 
the Sumitomo affair. 

Laurie Morse 


NEWS DIGEST 

McDonald’s up 
10% in quarter 

McDonald’s, the US fast-food company, managed a 10 per 
cent increase in net income in its third quarter, in spite of 
a fall in comparable US sales because of a competitive 
domestic environment. Net income rose year-on-year from 
$400m to $441 m, while earnings per share rose from $0-56 
to $0.62, roughly in line with expectations. 

The company said the Arch Deluxe hamburger 
sandwich launched in May. and new chicken and fish 
lines launched three weeks ago, were performing in line 
with expectations, but declined to give details. The Arch 
Deluxe line is part of the company's strategy for reviving 
its flagging US performance. Earlier this month. 
McDonald's announced a surprise shake-up of its US 
management, when it appointed Mr Jack Greenberg, chief 
financial officer, to the newly-created post of chairman of 
McDonald's USA. 

“Our US restaurants are operating in a complex, 
dynamic and diffi cult marketplace and recent operating 
performance has fallen short of our goals." said Mr 
Michael Quinlan, chairman and chief executive officer. 
However, he said the company was ‘very optimistic" 
about long-term growth in the US market. He said the 
company's increasing cash flow would be used in part to 
repurchase stock under a $2bn three-year programme. 

Tracy Corrigan. New York 

ITT Hartford in $543m loss 

ITT Hartford, the US insurance company, last week 
reported a loss of $543m for the third quarter, following 
charges to increase asbestos and environmental reserves. 
The company said it had taken the charges to "eliminate 
a substantial drag” an its annual operating earnings. 

Excluding the charge, the company made net profits of 
$150m for the quarter, a 13 per cent fall from the same 
quarter of 1995. It said that unusually high catastrophe 
claims , of $49m. against $14m for the same period last 
year, were chiefly responsible. Rating agencies said the 
charge was within expectations and left the company's 
ratings unchanged. Its shares were hardly affected, 
dropping to $62**. 

ITT Corporation, which has been a separate leisure 
company since last year's demerger, with holdings of 
hotels, casinos and two New York professional sports 
teams, also announced results last week. Profits of $6 7m, 
and earnings per share of 57 cents, were almost identical 
to the equivalent quarter of 1995. with gaming revenues 
down because of increased competition and disruption to 
construction. Meanwhile, revenues from hotels increased. 

John Anthers, New York 

Lear agrees Borealis purchase 

The restructuring of the world automotive components 
industry took another step when Lear Corporation of the 
US signed a memorandum of understanding to acquire 
Borealis Industrier of Sweden. 

Borealis Industrier. with turnover of about $230m and 
1,800 employees in Sweden, manufactures instrument 
panels, door panels, climate systems, exterior trim and 
other components for the automotive industry. It is 
owned by Borealis Holding, the big polyolefins joint 
venture between Statoil of Norway and Neste, the Finnish 
oil refiner. 

Lear claims to be the world’s biggest supplier of ftilly 
integrated automotive interiors following its acquisition 
last year of US companies Automotive Industries and 
Masland Corporation. Borealis Industrier would broaden 
“the appeal of our one-stop shopping competitive 
advantage", said Mr Kenneth L. Way, Lear chairman and 
chief executive, while Borealis Holding said the disposal, 
whose price was not disclosed, is part of the group's 
strategy of concentrating on its core business. 

Hilary Barnes. Copenhagen 

Trygg slips at nine months 

Trygg-Hansa, Sweden's second-largest insurer, reported 
pre-tax profit of SKr2.10bn <$3l6.4m) for the nine months 
ended September 30. compared with SKr2.09bn a year ago. 
Earnings per share fell from SKr21-S0 to SKr20.10. 

Mr Lars ThunelL chief executive, said the group was 
continuing to focus on cost-cutting while investing in the 
growth areas of life insurance, savings and health and 
welfare Insurance products. Restructuring in recent 
months is having a strong impact on profits, he said, in 
spite of competition in the Swedish non-life market. 
Trygg-Hansa said net premium income in non-life 
operations fell from SKr4-06bn to SKr3.76bn because of 
reduced income from reinsurance. 

AFX News, Stockholm 
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Invitation 
for bulls and bears 



To the newly established 
International Market of the Istanbul 
Stock Exchange, to be precise. 
Whatever your investment attitude 
is, this market will be the right place 
to invest. 

Situated at the cross-roads of Asia 
and Europe, the Istanbul Stock 
Exchange International Market 
(ISE IM) will enable investors from 
all over the world to benefit 
considerably from trading in a 
tax free environment. 

This will provide issuers 
with a key market to raise 
and secure investment 
funds, whilst at the same 
time, offering investors a 
varied choice of financially 
rewarding investment 
opportunities. 

With such potentially high returns 
available from this tax free zone, 
investors from all over the world 
will enjoy the opportunities that 
the International Market can offer. 
And of course, all transactions 



will be carried out in U.S. Dollars. 
All securities are efficiently settled 
and cleared by the ISE Settlement 
and Custody Bank (Takasbank;, the 
central depository with 
international recognition. 

In fact, every conceivable arrangement 
has been made to position the ISE IM 
at the forefront of trading ease and 
efficiency, with the aim of making it 
one of the world's most advanced 
market places. 

Incorporated into its brand new 
headquarters are the latest, globally 
preferred computerised trading 
systems featuring an extremely 
highly advanced level of 
automation, facilitated access and 
enhanced transparency. 

With such a perfect setting, act 
daringly or prudently. 


^ Ik 
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Istanbul Stock Exchange International Market 

For further information, pleas* contact Istanbul SiocK Exchange International Relatione, 
iBlinve E0860 Istanbul ,'TurtE-y Tel IPO 2121 290 23 71 Fax: (30 212) 298 25 00 
TfliS a Jverl'Scrnpnl ,s J’r&cioO to professions/ investors only 
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New credit era dawns for Europe 
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T he re-rating of Euro- 
pean government 
debt, which is an 
Inevitable part of the process 
of European Monetary 
Union, is also a harbinger of 
a profound change in the 
view the market takes of 
these securities. 

On Friday, Standard & 
Poor's said it expects to 
award the European Mone- 
tary Union its highest credit 
rating, AAA. Moody’s is 
expected to take the same 
approach. It would have 
been surprising if they had 
decided otherwise, given the 
obligation on the European 
Central Bank to pursue a 
policy of monetary stability, 
and Che commitments to fis- 
cal sobriety implicit in the 
Maastricht criteria and the 
proposed stability pact. 

What is more interesting 


is the consequent implica- 
tions for the debt of individ- 
ual governments within 
Emu. and their corporate cit- 
izens. In the pre-Emu world, 
governments possess the 
power to create their own 
currencies in infinite 
amounts. Their credit rating 
for domestic debt is thus 
always AAA. Foreign-cur- 
rency denominated debt Ls a 
different matter; only six EU 
members enjoy an S&P AAA 
rating for their foreign-cur- 
rency denominated debt 
When countries join Emu, 
they lose the privilege of 
creating infini te amounts of 
their domestic currency. The 
logical consequence is that 
they lose the automatic tri- 
ple-A rating they have previ- 
ously enjoyed on domestic- 
currency denominated debt. 
The two biggest rating agen- 


cies differ as to how they 
will tackle the question of 
how the resulting euro-de- 
nominated debt should be 
assessed. S&P will initially 
award each country's euro- 
denominated debt the rating 
currently applied to foreign- 
currency denominated debt; 
Moody's will adopt a case-by- 
case approach. In practice, 
however, this is unlikely to 
lead to much disagreement. 

There are two conse- 
quences. One is that the 
countries with the weakest 
public finances will lose 
automatic access to top-rated 
credit in their domestic cur- 
rency. The second is that 
companies and local govern- 
ment entities will be able to 
obtain hi gher credit ratings 
than their national govern- 
ments. Traditionally, the rat- 
ings agencies have refused 


to give companies a higher 
rating than that applied to 
their countries’ sovereign 
debt Now, the ceiling will be 
the AAA of the Emu area as 
a whole. 

Analysts say that, in prac- 
tice, it is local government 
entities that are most likely 
to benefit most from this 
change, rather than private- 
sector enterprises. But is 
that really so? 

Governments possess the 
power to tax their citizens, it 
is true. But in an integrated 
single market - and a global- 
ised world economy - that is 
a much less powerful 
weapon than it used to be. 
Corporate citizens, and even 
individuals, can vote with 
their feet against a high-tax 
regime, however necessary it 
may be to meet obligations 
incurred by previous genera- 


tions. Companies are able to 
service their debts only to 
the extent that they provide 
goods and services custom- 
ers are able to buy. But in 
today's world - as tax 
revolts In country after 
country have shown - that 
applies to governments also. 

Governments within Emu 
will find themselves in a par- 
adoxical position. On the one 
hand, their credit-worthiness 
will benefit from the 
umbrella of the region's high 
overall credit-rating and 
from the fiscal orthodoxy to 
which the Emu rules will 
commit them. On the other, 
they will be losing their abil- 
ity to disguise an implicit 
default by inflation; and 
their revenues will be threat- 
ened by their new status as 
mere providers of goods and 
services in an increasingly 


competitive market - 

The first set of arguments 
are likely to prevail. In the 
Short term at least They will 
be backed up by the wide- 
spread assumption that 
though there Is a “no-bail- 
out” clause In the Maastricht 
treaty, the Elf's constituent 
governments would try hard 
to avoid the default of one of 
their members. 

As Philip Crate, head of 
credit research at Paribas 
capital markets, pointed out 
earlier this month, the no- 
bail-out clause does not pre- 
vent other countries from 
coming to the assistance of a 
fellow -member through pur- 
chasing Its debt in the sec- 
ondary market; and the 
Commission can also help as 
long as there is unanimous 
agreement from the council 
of ministers. r - 
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Still, such politically-based 
expectations sometimes fail 
in extreme circumstances - 
as lenders to eastern Europe 
who believed in the theory 
of the Soviet umbrella learnt 
in the early 1980s. • 

For investors, the new era 
promises a markedly'- higher 
overall level of financial sta- 
bility among Emu members. 
It may also, however, pro- 
duce a world of more brittle 
credit, at least until- the ^sys- 


tem settles down sometime 
in the next- century. The 
absence of currency risk in a 
single currency does not 
mean that the underlying 
economic risk has gone 
away. It will remain, but in a 
different form. The abrupt 
convergence of spreads in 
recent months has been a 
boon' for investors; but ft' is 

not an irreversible process 
even when- the single cur- 
rency is- well -esta b lished.' -*•- 
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COMPANY RESULTS DUE 








Crude and 


gas price 
rises hit US 
oil groups 


US oil companies are 
expected to report a mixed 
set of results in the third 
quarter, depending on how 
the recent surge in crude oil 
and natural gas prices has 
affected their operations. 

Crude rose by between $4 
and $5 and the price of natu- 
ral gas by 60 cents in the 
third quarter, compared with 
the same period last year. 
This helped companies with 
a large proportion of down- 
stream earnings but hin- 
dered those with big refining 
and chemical businesses. 

Exxon, the largest US oil 
company, is expected to 
report flat third-quarter 


earnings on Monday, with 
the positive effect of the oil 
price rise expected to be 
dampened by lower profit 
margins in the chemical and 
refining businesses. 

Exxon should report earn- 
ings per share of $ 1 . 21 , 
against $ 1-20 a year ago and 
$ 1.26 in the second quarter. 

Lower earnings are expec- 
ted from Mobil on Monday, 
with the consensus at $ 1.81 
($1.85), against $1-95 in the 
second quarter. 

Atlantic Richfield, with 
significant downstream 
operations, is expected to 
outperform the rest of the 
sector this quarter. 

Texaco, with virtually no 
chemicals business, is expec- 
ted to show higher earnings, 
with earnings per share of 
$1.39 ($1.05). 


lifted by new products and a 
slight reprieve from the for- 
eign-exchange pressures 
which have plagued recent 
performances. 

IBM warned in April that 
its second-quarter and third- 
quarter earnings would 
probably suffer from swings 
in foreign -exchange rates 
and a slowing in the Euro- 
pean economy. 


■ IBM is expected on Mon- 
day to report third-quarter 
earnings per share of $2.43. 
up from $2-3 a year earlier, 


■ Philips Electronics: Ana- 
lysts’ estimates of net profit 
from ordinary operations for 
the third quarter to Septem- 
ber at the Dutch group, due 


GT US SMALL COMPANIES FUND 


Soci&£ d’lnvestisscment & Capital Variable 
69, route d’Escb, L -1470 Luxembourg 


NOTICE OF MEETING 


Luxembourg 

resolutions: 


Stfo*’ 6 

me following 


RESOLUTION 


The Meeting hereby sanctions the modifications, alterations or additions to tne provisions o 
Arodes entailed in the replacement of the Amdes by a new set of revised articles in Uie te 
the draft submuted to ths Meeting and inter alia: 

- To amend the objects da use of the Fund so as to read as follows: . 

'The exclusive object of the Company- is » place the funds avail able to i t in transferaUei 
of all types with the purpose of spreading investment nsfes and angering its shareholders 
results of the management of its portfolio. 

The Company may take any measures and carry out any operation i whi ch it (g ay, Cjearnu; 
the accomplishrnwn and development of its purpose to the nil extent permitted by the 
Luxembourg law of 30th March 1988 regarding collective investment undertakings. 

- To create different classes of shares and to define the respectfwTights of these classes. 

- To enable the board of directors to deiade to liquidate a class of shares under certain 

circumstances. . r - 

- To redefine the conditions of transfer of registered shares. 


of the 
terms of 


e securities 
jrs the 


useful in 


- To clarify the right of joint shareholders to payments from the Fund. 


- To enable the Fund to impose restrictions for the purpose of ensuring that no shares in the Fund 
be held by certain persons and to define the meaning of U5 persons 


- To give power to the directors to determine the investment restrictions applicable to the 
investments of the Fund. 


- To establish new redemption and conversion conditions and procedures. 

- To redefine the circumstances in which the Fund may suspend or to postpone the determination 
of net asset values. 

- To restate the method of calculation of the net asset value of the shares of each class. 

- To authorize the board of directors to accept requests for subscription in land. 

. To complete provisions relating to the conditions and procedures for the payment of dvidends. 

A complete verson of the revised Articles is available at the registered office of the Fund. 

majority consisong of 2/3 or more of the total number of votes cast at the meeting. 

In order to take part at the meeting ofOctober 30, 1996, the oymerspftawrBr ahartewttl I have : to 
deposit their shares five clear- days before the meeting with registered o ffce of the Company or 
wfftBanque Internationale & Luxembourg, 69. route ifEsch, L-1470 Luxetrtiourg. 

The Board of Directors 


Notica to holders of 


Cityscape Financial Corp. 


6% Convertible Subordinated 
Debentures Due 2006 


Pursuant te Section 14.2 of the Indenture, dated May 7, 1996, between 
Cityscape Financial Corp. (ihe -Company-) and The Chase Manhattan 
Bank, we hereby notify holders of the Company’s 6% Convertible 
Subonfinated Debentures due 2006 (the “Debentures - ) that the interest 
payable on November 1, 1996 will amount 10 U.S. $29 per Lf.S. $1,000 
{U.S. $280 perU.S. $10,000) principal amount ol the Debentures. 
October 21.1986 Cityscape Financial Corp. 


SEND US 
YOUR OWN 
PAPERCLIP 


And while you an? at it, picas*.- 
attach your cheque too fund 
more Macmillan Nurses 
in die fight against cancer. 

(Dtd you know over one million 
people are living with it.’) 


Global real-time financial data direct to your PC 
Stocks, Currencies, Bonds, Derivatives and News 

Special offer an equipment — — — -n* 

Find us 9 www.tenforexo.uk TFW FORE 
Call us on +44 (0)171 405 4541 


Enter amount £. 

made out to ‘CRMF lP7V 
Send to: 

CRMF FREEPOST 
LONDON SW3 3BR 
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If you would like to advertise, or require any 
further information, please contact: 


Cancer Relief Macmillan Fuad 
exists to support people with 
caXLCcr and their families. 
Rejfd. QuritJ No. J610I7 


Jeremy Nelson 

Tel: 0171-873-3447 Fax: 0171-873-3062 
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■ ABB Asea Brown Boveri. 
the Swiss-Swedlsh engineer- 
ing group, is expected to 
report on Tuesday a net 
profit of $ 800 m-$ 826 m for the 
nine months to September, 
up from $851m. One analyst 
attributed the increase to a 
significant drop in the 
group’s tax rate and lower 
personnel costs. 
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to report on Wednesday, 
range from FI 288m t$173m) 
to FI 461m. Either way, it 
will be a decline from last 
time’s FI 539m. 

Some analysts expect bot- 
tom-line net earnings to be 
farther depressed by sub- 
stantial extraordinary 
charges, but declined to pre- 
dict their size. 


Philips issued a warning 
this week that preliminary 
Information for the thir d 
quarter indicated the second- 
half year-on-year improve- 
ment in operating profit 
forecast in July was now 
“most unlikely”. 

The company also said it 
would accelerate planned 
recovery measures. 


■ Japanese electronics com- 
panies are expected to report 
weaker earnings in the 1 six 
months to September follow- 
ing sharp fan* in the prices 
of microchip. 

Mitsubishi Electric should 
announce a parent pre-tax 
profit of Y33bn ($30 6m), 

down from Y37.43bn, with 
sales at between Yl.250bn-. 
Yl^OObn. 

Analysts expect Hitachi’s 
parent pre-tax profit to be 
between Y25bn-Y49bn. com ; 
pared with Y54.9bn last time. 

This month, Hitachi cut its 
year to March 199 7 group 
pre-tax profit forecast from 
Y310bn to Y225bn. 

Toshiba is expected to 
report interim pre-tax profits 
of Yl8bn-Y3Zbn. A year ear- 
lier it made Y32.33bn. Tosh- 
iba itself had forecast Y35bn. 

NEC is likely to report a 
first-half pre-tax profit of 
Y29bn-Y35bn. compared with 
Y49.68bn. : ..f i‘S. 

Fujitsu is expected to 


reveal a first-half to Septem- 
ber Tire-tax profit of YlSbn- 
V33bn, ' compared'' with 
Y61.7bn the previous year. 


■ Smith Kline Beecham: 
Strong growth from the 
pharmaceuticals division is 
set to lift the UK healthcare 
group, which on Tuesday 
should announce - third-quar- 
ter pre-tax profits up from 
£31 Dm ($483. 6m) to £370m- 
£380m. 

u Sales of the group's- big- 
gest- 1 selling drug, Aqgmen- 
thx,' will be studied closely to 
see? “ZB ft is continuing its 
recovery from a poor first 
qi&Her and regaining mar- 
ket share. 


The shortfall is unlikely to 
be great and the market ls 
expecting pre-tax profits of 
about £240m. with problems 
in Europe, particularly in 
France, offsetting a resilient 
US performance. 

The recovery in the UK 
housing market should 
assist the group, although 
the benefits many not be felt 
until later in 1996-97. 


03KT1ES - . 
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■ Wolseley of the UK. the 
world's largest distributor of 
heating and plumbing equip- 
ment, wiD announce its full- 
year profits on Tuesday, 
after warning they were 
BHlft&ly to match the previ- 
ous year's £245.4m. 


■ ICI. the UK chemicals 
group, is expected on Thurs- 
day to report pre-tax profits 
down for the third auccefr 
sii)e quarter." : 

Compared with last yfeaPg 
third quarter £248m ($387m)J 
pre-tax profits of £L20m- 
£l35m are anticipated. 

Declining volumes and 
weak pricing are responsible 
for the collapse, particularly 
in the industrial chemicals 
division where the polyester 
rhain and titanium dioxide 
busineS&efe 1 are ‘both making 
losses. 
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Wells Fargo & Company 
US$100,000,000 
Floating rate subordinated 
notes due July 1997 
The notes will bear interest w 
5 j 8I 25% per annum for the 
interest period 21 October 1996 
to 21 Janaary 1997. 

Interest payable on 21 January 
1997 mil amount to US$143.54 
per US$10,000 note and 
US$742. 71 per US$50,000 note. 


Russia continues to attract 


Jther si”nsl 


Agent Morgan Guaranty 
Trust Company 


JP Morgan 


ItoidcM! du o&B kanebr de tancc 
UA $200^000,000 

Subcmiinatpd Fluadn^ Rate Note* 
due October ZQQ 2 

In acoojdance with the provision of tix 
Nows, notice is hereby pven that the 


Rate of bueres for the six month period 
ewtog 18th April. 1997 has been fuolsd 
5 per aimofiL The interest noenrine 
for such si* month period wiD he US'. 
$27.81 pa US. 5 1.000 Bearer Note, and 
U-S-S^CJbperU.S.SjaOOO Bearer Note 
and US. S2.780S6 per US. SIOOOOO 
Bearer Note on 18th April. 1997 against 
presentation of Coupon No. 9. 

Union Bank at Switzerland /Y\ 

L^ndoo Branch Agent Bank 

16th OtSobes, 1996 


The upheavals in the 
Kremlin last week confirmed 
the risks of investing In Rus- 
sia. but came as little sur- 
prise to investors who have 
already discounted the con- 
tinuation of politically-in- 
duced volatility. 

“Russia won't follow a 
straight path - there will be 
periods of progress, inter- 
spersed with bouts of set- 
backs,” says Ms Nancy Cur- 
tin, bead of emerging 
markets at Barings Interna- 
tional Investment. “We are 
only at the beginning of a 
substantial re-rating of Rus- 
sia and the market will 
remain volatile - but, if any- 
thing, weakness will repre- 
sent good buying opportuni- 
ties.” 

After the sacking of Mr 
Alexander Lebed, the contro- 
versial security chief, shares 
fell some 3 per cent on 
Thursday. But the market 
recovered on Friday, with 
the Russian Trading System 
Index rising 1.5 per cent. 

This has turned the spot- 


light on two share offerings 
in the international market: 
the sale of 23.7m American 
Depositary Shares In Gaz- 
prom. the world's largest gas 
company, which closed, on 
Friday, and 54J4m ADS’s in 
Vnnpel-Communications, the 
country's largest provider of 
cellular telecommunications 
services, and the first Rus- 
sian company to list on the 
New York Stock Exchange. 
Gazprom's offering was 
expected to raise some 
$350m, while Vimpel-Com's 
is worth about $90m. 

“I don't think any investor 
In these shares was unaware 
of the fact that Russia is a 
risky country, so last week's 
events were unlikely to alter 
their decision to partici- 
pate.’' says Mr James ■ Cor- 
nish, European strategist at 
NatWest Markets. ' ' *■'' 

Despite the latest political 
tumult, “we haven't changed 
our view on the Russian 
market,” says Mr Philip 
Poole, ING Barings' head of 
research for eastern Europe 


and Russia. “The equity 
market still looks cheap rela- 
tive to debt, and is- -well 
placed to rise further”*-. . 

This is in part due to 
expected Inflows of capital 
which are likely to boost the 
equity market’s perfor- 
mance, he says. He expects 
domestic investors to: shift 
more funds Into the equity 
market as yields on Russian 
treasury bills continue to 
fall. On the international 
front, he says, fund manag- 
ers are likely to substan- 
tially increase their exposure 
to Russia in early 1997. 

Gazprom's share offering 
did not seem to have suf- 
fered overly from last week's 
events, being oversubscribed 
when book-building 1 ended 
on Friday. Indeed, ’ the 
upheaval may have helped. 
“Early lart week.' Gazprom 
was starting to look a bit 
frothy as a lot of low-quality, 
speculative accounts were 
showing interest.” says one 
banker. However, Thurs- 
day’s events “created 


enough uncertainty that 
most speculative accounts 
withdrew, leaving sensible 
investors -who take a ' fairly 
sanguine view of Russia’s 
political risk,” he says. ' 

Gazprom was priced and 
allocated -over the weekend; 
amid expectations of a pric- 
ing around the top end - of 
the indicated range of $14- 
$16 per ADS. Dresdner-Kleifr-' 
wort Benson and Morgan 
Stanley are. Joint- global 
co-ordinators! - 

Vimpel-Com’s offering is " 
also beginning to attract 
interest, especially as it is 
the first Russian company to 
qualify, for a NYSE listing, 
which requires three years 
of accounts meeting interna-, 
tional accounting standards. 

Roadshows start today in 
London, with pricing sehed- . 
uled-fdr the second week. -in 
November. 'Hie indicated 
price range is $15.75-$18.75 
per ADS. Donaldson, Lufkin 
& Jenrette and Renaissance. 
Capital are acting as. Joint 
global co-ordinators. 
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FT/S&P ACTUARIES WORLD INDICES 


TTw FT/SfiP Actuaries Wartd Indices are owned by FTSE IntonaWona/ Urnflod, Goldman. Sachs & Co. and Standard & Poor's. The IncSoes are omrateri 

Ureted and Standard a Poor's m con^crion wWi the Faculty at Actuaries and the institute of Actuates, NafWest Securities Lid. was a eo^irSsrrttti^trS^ 4 ^^^ 
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LEGAL 

NOTICES 




Is tfar FC^i Ccvtof Jioike No. 085596 </»99b 


IN T HE MATTER OF 
DESfORD TUBES LIMITED 


IN THE MATTER OF 
TRECOMWMESACrSB 

NOTICE IS HEREBY GIVEN iM t Pniiinr 
ms on Die J October 190b ptesetued to Her 
Majesty's Hlph Court of 1 allice for Ihe 
confirmation of the reduerkm of ihe share 
premium account or (be above-named 
Cbmpany by £3eL f7«i»in from £5®. 796.000 to 
£23.617.000. 

AND NOTICE IS FURTHER GTYEN dul die 
said Pcaacn U dacaat nr be beam befc re die 
Companies Court RcgUirar at the Royal 
Owns of Justice. Strand. Loodcn WC2A 2LL 
«7 WataaJay 0k 3oth Jay of Oaobcr 1996. 
Any Creditor or Shareholder of die said 
Ompero desiring to opfwse ihe (iMkitiB of en 

Order Tor the confirmation of ihe uul 
reduction of shire premium man should 
appear el the We of hearing in pcrctei or by 
Counsel fisr that ouspore. 

A copy of dm said petition will be furnished la 
my such person requiring the tame by the 
uader-tneniraKd Solicitors on paymen of tlx 
regulalrd charge for it* seme. 

Dated this I7th day of October 199b 
Mean Macfellane* 

10 None kh Sheet 

LONDON 

ECMIBO 

(Ref: ABBOSJPJ/5JS930I 
TeKphoneOI71S3l 9222 
Solictton fur the abore-named Compeny 


AustraBa (7B) 213.74 12.5 199. IS 152.10 171.46 17 EL 73 52 4J28 213_QS inqfu ici ne ~ __ _ 
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the'economy ifralbwing.y:; 1 
WitlriitfJe Inflaaitfed'fete. -. -. 
dufe.1h3s weefe-toe^e sbqtddl ; 
be nothing toshske ;-tfceU 
rr;ar k^*K-^3til 'thatnoriselil - 
interest rates'is 

. Ii^fe^:s^eMt»7stsi3iw. ; ; ; 
beUejjre.tbaX'tbe uekfcmove 
byibe Federal Reserve cento 

' bejfo cut rates* altomighngt . 

until some ufay into next ; . - ^ 

. yeafc: Stilt' ttrisr i& ji dramatic - 

^itonpner^iratjratesTwere ' 

^ ■" - 

■J^a^'ecanamic release ;' 

o£ roysabstantial -interest - 
tbi&week is September - ..• '. 

durable goods orders on 
. Ftiday.Xorecast to rise 2 per 


Ini^B^ttibnaL For more 1 r - ; ' 

<rigpQfftcan&- data, theJmarket _ 
wnrhavefowait until next . - 
week, when third-quarter ; 
Gffil^mnbehi wfH be . '_ • 
apn oan^dj -These could 
pinMAeiwrB. confirmation 
o£ aslowdoWn, thus offering 
farther seppo r t for bond • 

■prices.'.. 

. , in tbis benign 

envirbnment for bonds, the 
tw>ygar and five-year . 
Treasury note auctions an 
Theg^yea^ Wednesday ... 
should, nptpose much of a 
problem for. the-markets. But 
. there i? soma concern that 
there wiHBe a new source of 



bond supply on the mnricte-, 

as emerging market 

countries buy bade their 
Brady bonds, and sell the 
underlying US Treasuries 
which were a component of 
these bonds. 

Meanwhile, the stock 
market, having broken 
through file 6,000 point level 
on the Dow Jones Industrial 
Average ended the week 
close to 6400; it may be 
looking for reasons to move 
further ahead, as the flow of 
third-quarter company 
results continues. 




The UK markets, 
particularly equities and 
shares, have been buoyant 
in recent weeks, but gilts 
took a bit of fright last 
week from the strong 
employment and average 
earnings data, which pointed 
to the scope for Inflationary 
pressures. 

The test for inflation 
phobics this week will come 
from the Confederation of 
British Industry industrial 
t rend s survey tomorrow, 
retail sales data on 
Wednesday and the 
preliminary estimate of 
third-quarter gross domestic 
product on Friday. 

The consensus forecast for 
GDP growth is 0.8 per cent, 
up from 0.5 per cent in the 
second quarter. 

Evidence of growing 
economic strength may put 
upward pressure on gilt 
yields. 

The recent rise in the oil 
price has helped fuel 
sterling's rally but some are 
pointing to the potentially 
inflationary implications if 
the crude pride stays around 
$25 a barrel. 

Equities continue to 
benefit from the buoyancy of 
Wall Street, from a modest 
stream of takeover bids 
from the high level of cash 
in institutional coffers. 
Political risk is taking a 
back seat for the moment. 
The ITSE 100 index notched 
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Russian disarray sparks surge 


Signs of Anther, disarray in 
- fije Russian government will 
be the main external focus 
for the. commodities markets 
this week, - 

, Oil and aluminium are 
particularly sensitive to 
political instability. When 
Mr Boris Yeltsin, the- Rus- 
sian - president, sacked Mr 
Alexander Lebed, tusdbief of 
security, aluminium, rose, by 
$14 a tonne to $1,355 and 
crude oil prices. firmed 21 
cents to $2445 a barrel- ' 

-Russia is a leader in the 
aluminium supply market 
and exports are expected to 
reach record levels this year. 
Analysts said the market 
last, week had gone into a 
spate of panic buying by 
those, with shprt positions on 
fears that the uncertainty in 


Russia could affect exports. 

Oil prices are also prone to 
political jitters. Worries 
about Russia came on top of 
uncertainties in the Middle 
East. A continuation this 
week of the renewed inter- 
factional fi ghting in Kur dish , 
areas of northern Iraq would 
signal further delays in the 
UN oil-for-food programme. 

• Today the Common Fund 
for Commodities starts a 
three-day meeting in The 
Hagiin. The fund — an affili- 
ate of the UN - was estab- 
lished in 1688 with the aim 
of stemming fans in world 
prices of primary commodi- 
ties. The Amsterdam-based 
body, which now has more 
than 100 countries and the 
European Commission as 
members, will be discussing 


Its future direction and alter- 
native uses for its capital. 

The fund has approved 42 
projects covering 21 com- 
modities. Six have been com- 
pleted and 36 are under 
implementation. The pro- 
jects have a financial worth 
of $93m, of which the fund 
provides roughly half. 

“We concentrate on low 
cost, high impact projects, 
involving the private sector, 
which have a multiplier 
effect and will be sustainable 
beyond the Common Fund’s 
involvement," said Mr Rolf 
Boehnke, the new managing 
director of the fund. 

The October meeting is 
the last one before the 
eighth governing council, 
scheduled for early Decem- 
ber in Morocco. 
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up another all-time hi g h on 
Friday. 

Having passed 4,000, the 
Footsie has matched, or 
surpassed, most analysts' 
forecasts for 1996 and 
some are pulling in their 
horns. 

But the UK corporate 
sector seems healthy - the 
main results this week come 
from 1CI and Wolseley - and 
it seems likely that some 
external shock, maybe from 
Wall Street or even from 
Russia, will be needed to 
drag down the market. 

OTHERMARKETS 


SCANDINAVIA 

The Scandinavian stock 
markets have had a buoyant 
year, with Finland, Norway 
and Sweden rising by 23.4, 
l£L2 and 25.6 per cent respec- 
tively, writes Philip Coggon. 

This week, some of the 
region’s biggest companies 
will be announcing news 
that will show whether 
I investors' faith has been 
repaid. Norsk Hydro, the 
Norwegian oil and gas 
group, should reap the bene- 
fit of the recent strength in 
the oil price; however 
J. P. Morgan says this will be 
offset by the effect of lower 
al uminium and PVC prices, 
and is predicting unchanged 
third-quarter operating prof- 
its of NKr2.7bn ($413.5m). 

Volvo, the Swedish car- 
marker. will be reporting 
third-quarter figures on 


This is about as euphoric as 
it can get in Germany- The 
Dax hit a record of 2,735 on 
Friday, falling ma rgi na lly 
later in the day. Bonds 
remained strong, with the 
10-year December futures 
contract ending the week at 
around 99-50. 

The underlying 
factors for the optimism are 
the relatively soft D-Mark 
exchange rate against the 
dollar (now at around 
DM1.54), further evidence of 
an economic recovery and 
the continued strength on 
Wall Street. 

The political turbulence In 
Russia left the German 
markets uncharacteristically 
unaffe cted, and even 
expectations that M3 money 
supply will continue to 
expand above target for the 
rest of the year have had 
little effect. 

The Bundesbank's central 
council meets on Thursday, 
but is not expected to 
change interest rates. 
German economists agree 
that a rise is still some time 
away, while only a few 
observers predict further 
cuts in the securities 
repurchase rate, cow at 3 
per cent. 

One of the factors behind 
the optimism is exports, 
which have gone up by more 
than 20 per cent since the 
beginning of the year. The 
increase in the September 
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Ifo confidence index, from 
94.4 to 95.7, was based 
largely on a surge in exports 
- and a rise in domestic car 
sales - while the rest of the 
economy re mains subdued. 
This is partly a reflection of 
the relatively weak D-Mark. 

Strong car sales boosted 
stocks such as VW and 
Daimler-Benz. Daimler is 
back in favour because of 
further evidence of 
restructuring. The company 
is looking to merge with 
Mercedes-Benz, its car and 
truck unit. 


With a new government in 
place, markets will stay on 
the watch this week for 
concrete indications of 
policy changes and economic 
stimulus measures. 

In the share market, 
expectations of a 
forthcoming stimulus 
pack ag e in the vicinity of 
Y4J)00bn to Y5,000bn, 
promised before the election 
by the conservative LDP, are 
likely to buoy real 
estate-related issues and 
general contractors. 

Similarly, growing 
pressure for toe new 
government to proceed with 
planned deregulation in the 

finance and telecoms sectors 
will benefit related issues. 
The new government must 
also address further 
deregulation proposals, 
mapped out under the 
previous Hashhnoto 
administration, in sectors 
including distribution, 
medical and welfare, 
housing and labour. 

The share market’s 
fluctuations in the week 
before the election showed 
that investors to a large 
extent remain unaffected by 
domestic politics, and that a 
more important element is 
the central bank’s continued 
adherence to rock-bottom 
interest rates, said Mr Neil 
Rogers of UBS Securities. 

Investors will also focus 
on the flurry of half-year 
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earnings results that began 
last week. By the end of 
November, almost 1^00 
companies, or more than 80 
per cent of those listed on 
the stock exchange, wiD 
have reported their earnings 
for the April- September first 
half. 

In the bond market, 
participants are waiting for 
confirmation of Uze new 
government's economic 
policies and an auction later 
in the week for toe 
November issue of 10-year 
government bonds. 


Wednesday, and NatWest 
Securities is looking for pre- 
exceptional operating figures 
of SKrl.5bn ($226m), down 
from SKriLibn. 

Raisio. the Finnish food 
and chemicals group, will 
give a presentation on its 
cholesterol-reducing marga- 
rine, Benecol, which has 
helped fuel the recent sharp 
rise in the stock. 

Meanwhile, the era of 
lower inflation and interest 
rates seems set to continue. 
Swedish inflation, 10.5 per 
cent in 1990, fell to 0.3 per 
cent in July this year. This 
has allowed the Riksbank to 
cut interest rates repeatedly; 
it is expected to reduce the 
repo rate a gain this week. 

ZURICH 

ft will be the turn of the 
Novartis partners to step 
into the spotlight tomorrow 


Further signs of inflation may extend pound’s rally 

Sterling stenned into the earnings, fuelled speculation hints of inflationary pres - rebound last month. bled times are likely to 


Sterling stepped into the 
market spotlight again last 
week, recording strong gains 
against both the D-Mark and 
the. dollar due to , a growing 
belief., that UK short-term 
interest rates are not going 
to fall any further and may 
soon begin to rise again. - 
Economic data showing a 
tick up in underlying infla- 
tion and, last week, a large 
drop in unemployment, cou- 
pled with rising average 


earnings, fuelled speculation 
that interest rates might 
even rise before the election, 
expected next May. 

This week’s UK data - 
including retail sales, the 
Confederation of British 
Industry’s latest manufac- 
turing survey and third- 
quarter GDP figures - will 
be watched for further signs 
of economic strength. The 
pound could be pushed to 
new highs if there are any 


hints of inflationary pres- 
sures building. 

The dollar shrugged off 
concerns last week about ris- 
ing Japanese interest rates 
and worries about the US 
trade deficit 

A lack of economic data 
releases may mean toe dol- 
lar -could be in for a 
smoother ride this week. 
Durable goods orders 
released on Friday are 
expected to show a modest 


rebound last month. 

But traders will also be 
looking to events in Russia. 
The sacking last week of Mr 
Alexander Lebed, the presi- 
dent’s national security 
adviser, sent shock waves 
across the West's financial 
markets. It undermined the 
D-Mark, because of Ger- 
many's relative proximity to 
Russia, and lifted the dollar. 

Any further signs that 
Russia is entering more trou- 


bled times are likely to 
worry Investors and could 
again lift the dollar and toe 
Swiss franc - traditionally 
the other safe haven cur- 
rency. 

Currency traders will also 
be watching events in Japan 
following the weekend elec- 
tions there. The dollar 
slipped back early last week 
as investors began to suspect 
that interest rates might rise 
whoever won. 
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as they publish their sales 
figures for the first nine 
months of the year. The 
shares of both Sandra and 
Ciba have been sharp out- 
performers of the Swiss mar- 
ket since March, when the 
companies unveiled their 
unexpected fusion plans. 

Roche, meanwhile, has 
been an underperformer 
over the same period, with 
investors said to be switch- 
ing to Novartis. Last week, 
however, that trend was 
reversed in the light of an 
unexpectedly good nine- 
month sales report. 

SMH. the watchmaker. Is 
another stock to have found 
itself in the news, and the 
wars, after Standard and 
Poor’s MarketScope research 
group issued a sell note, 
arguing that sales forecasts 
for the Swatchmobile, or 
Smart car. being developed 
in a joint venture with 


Mercedes-Benz might be 
wildly optimistic. That 
report prompted a down- 
grade from James Capel 
which also pointed to the 
disappointing stock market 
debut for Tag Heuer. the 
sporting watch group, as an 
added depressant on SMH. 
Last Friday, however. Bank 
Sal Oppenheim in Zurich 
weighed in with its own 
note, reiterating its positive 
recommendation on SMH. It 
forecast 1996 net profit 
growth of 37 per cent, fol- 
lowed by 25.2 per cent in 
1997 and 10.3 per cent in 
1998. 

MILAN 

Foreign investors are said to 
have been showing keen 
interest in the second- 
tranche placement of stock 
in Eni, the energy group, 
which begins today and is 


scheduled to continue until 
Friday. The Treasury is 
offering some 10 per cent of 
Eni, with 300m shares being 
offered to Italian retail inves- 
tors, 235m shares to institu- 
tional investors and 165m to 
investors in the US. A fur- 
ther 1 05m shares will be 
offered to institutions if 
demand is heavy. 

MADRID 

Spain’s largest banks, which 
release naming s figures over 
the next two weeks, are 
expected to show similar 
earnings growth over the 
nine months to September 30 
to that registered over the 
first half. 

Analysts say that the bulk 
of profit growth will again 
come through treasury 
operations and commissions, 
together with lower non-per- 
forming loans. 


( CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Sandoz (SwUz) 

Azupharma (Germany) 

Pharmaceuticala 

$420m 

Gehe exits 
drug making 

Aon Corporation (US) 

Bain Hogg (UK) 

insurance servs 

S2S0m 

Ends disposals 

Quebecor Printing 
(Canada) 

AmerSig Graphics (US) 

Printing 

Si 35m 

Consolidates 

position 

RoseeMte (US) 

Albert Rsher units (UK) 

Distribution 

$115m 

Ends disposals 

Ctiartwell Re (US) 

Archer (UK) 

Insurance 

$55m 

Agreed cash bid 

Pharma Vision (Switz) 

Tularik (US) 

Biotechnology 

$33m 

Fund takes 10% 

Masters international 
(UK) 

MacGregor Golf (US) 

Sports goods 

S 2 Dm 

Amer sells 
toss-maker 

Devro (UK) 

Cutiein (Czech Rep) 

Food casings 

S 18 m 

Offer for min- 
ority stake 

S>G (UK) 

Goflnsta' Group (Germany) 

Building 

materials 

$17.5m 

Completes 

takeover 

British Airways (UK) 

Air Liberty (Franca) 

Airlines 

$4.7m 

Jobs pledge 


AU these securities having been sold, this announcement appears as a matter of record only. 
New Issue I6th October, 1996 


The City of Yokohama 
U.S.$200,000,000 

7 per cent, Guaranteed Bonds due 2006 

ubCoadiiional]y and irrevocably gu ara nt e e d as to payment of principal and interest by 

Japan 

Issue Price 99.656 per cent. 


Thkyo-Mitsubishi International pic 
Bank of Yokohama (Europe) SA. Goldman Sachs InfaanaH nnai 


Merrill Lynch International 


UBS Limited 


ABN AMRO Hoflire Govett 
Deutsche Morgan Grenfell 
JJP. Morgan Securities Ltd. 
Nomura International 
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Lithuania poll proves untimely 


Conservatives are 
considered good for business 
everywhere except, it seems, 
in eastern Europe. 

JL as expected, centre-right 
parties make a strong show* 
ing when the results of yes- 
terday's Lithuanian parlia- 
mentary elections become 
dear today, investors in the 
Baltic country may have rea- 
son to be nervous about the 
direction of economic policy. 

The conservative Home- 
land Union, ahead in the last 
of the pre-election polls, left 
open a possible devaluation 
of the litas, which has been 
pegged to the dollar by a 
currency board. A second 
wave of privatisations might 
also be put in doubt 

The election's timing 
could have been better. The 
usually dormant Lithuanian 
equities market has shown 
signs of life since late-July, 
with Mr Boris Yeltsin’s elec- 
tion triumph in neighbour- 
ing Russia also reviving con- 
fidence. Foreign investors 
flocked back to the Baltics, 
with confidence further bol- 
stered when the ruling ex- 
communist government in 
Vilnius quashed rumours 
about a devaluation. 

The market has performed 
strongly over the past three 
months. An index of 10 Lith- 
uanian stocks compiled by 
Supreme, a Vilnius broker- 
age. rose from under 650 in 
mid-July to 1.135 last month. 


However, the country's 
developing financial markets 
have a keen political 
antenna for any change in 
direction which could have 
repercussions on the fragile 
economy. 

But whatever coalition 
government emerges, Lith- 
uania will not be back at 
square one. Strict agree- 
ments with international 
lenders lock in any succes- 
sor government to the path 
of reform. 

“Let's see who they choose 
to run the economy." says 
Mr Aidas Galutrlckas. man- 
aging director of Suprema. 
“The Homeland party is 
sometimes too populist but 
it seems like they have been 
more seriously thinking 
about monetary and fiscal 
policy recently 

The likelihood is that the 
recent interest In equities 
will not wane. The debt mar- 
ket - which ballooned when 
Vilnius decided to salvage 
the two largest commercial 
banks last winter - no lon- 
ger provides bountiful 
returns. Yields on three- 
month Treasury bills 
dropped from 45 per cent at 
the beginning of the year to 
around 10 per cent. 

"[Owning] fixed income is 
a good opportunity just to do 
nothing, " says Mr Galub- 
ickas. "Now investors will 
have to start to earn their 
money." 
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The national exchange, 
opened three years ago, 
includes some 400 companies 
that emerged from the coun- 
try's mass privatisation pro- 
gramme. Most are lame 
ducks. Weekly volumes aver- 
age just $500,000 and only a 
handful of stocks are 
actively traded. The 
exchange In Estonia, by con- 
trast, reports daily volumes 
of between $350,000 and $lm, 
and lists only five securities. 

Lithuania's newly- 
privatised factories were not 
recapitalised as ownership 
was transferred with free 
vouchers. New directors, 
often the same as the old, 
are loath to share financial 
Information, while standar- 
dised accounting procedures 
are missing. 

The employees themselves 
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- the privatisation scheme 
created 2m shareholders out 
of a population -of 3.7m - are 
only slowly becoming 
inclined to sell their shares, 
says one analyst 

But there are several 
strong stocks. Twenty of the 
more liquid shares are on 
the so-called A list. The 
exchange plans to introduce 
an official list, with stricter 
disclosure requirements for 
issuers. 

As in most emerging mar- 
kets, the exchange is heavily 
weighted toward banks. 
Financial services, built up 
from nothing, have devel- 
oped quickly in all three Bal- 
tic countries. Vilnius Bank, 
80 per rent-owned by foreign 
investors, is the most liquid 
stock, and the market 
barometer. When its shares 
began their rise in June, 
most other equities followed. 

However, the semi-annual 
results from Hermes, 
another commercial bank, 
were better than Vilnius': 
with a p/e ratio of 0.59, Her- 
mes might be the cheapest 
buy, says Mr Galubickas. 

Breweries are another 
buoyant sector. Ragutis. 
which reported earnings per 
share of Lt3.57 ($0.89) In the 
first half of the year, is also 
regarded as undervalued, in 
spite of a rise In its share 
price from Lt3.5 this summer 
to Lt6.5: its p/e ratio is 2.77. 
Brokers were cheered, too, 
when Plzensky PrazdroJ of 
the Czech Republic took a 35 
per cent stake in Ragutis. 

Kalnapllis, the second- 
largest brewery, demon- 
strates the benefits of the 
foreign investment which is 
still, largely, in short supply 
in Lithuania. Pripps-Har- 
twed a consortium of Swed- 
ish and Finnish brewers. 
Invested $iOm In Kalnapilis, 
and its market share grew 
from 11 per cent in 1994 to 
14.6 per cent in 1965. Net 
profits rose from Lt2.7m to 
Lt<L2m in the same period. 

Most of the action is still 
in the money markets. For- 
eign capital makes up 40 per 
cent of the Ltl.3bn ($325m) 
fixed income market. Last 
month. Moody's gave Lithua- 
nia a relatively favourable 
foreign currency debt rating 
of Ba2, making it the first 
former Soviet republic to get 
a rating. 




Notice to Holders 

NOTICE IS HEREBY GIVEN ihai on 21st November. 1996. S.G. 
Warburg & Co. LuL will resign as Fiscal Agent. Principal Paying 
Agent. Agent Bank, Registrar. Conversion Agent, Exchange Agent. 
Calculation Agent, Reference Agent and Transfer Agent ("Agent") 
where applicable on the following issues. 
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With effect from 22nd November all holders of Coupons, Notes, 
Bonds and Slock of che above mentioned issues should note that the 
new Agent will be:- 

The First National Bank of Chicago 
27 Leadenhai! Street 
London EC3A 1AA 

Tel: 0171 438 4270 Fax: 0171 867 9186 1 
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Correction Notice 

£25,000,000 

CheHgnham&Gloucestef 

Cheltenham & Gloucester pte 

Floating Rate Subordinated Notes due 2004 

Notice Is hereby $whi that for the six months WarastPeriod from OctttHr^ 


merest payable on the relevant Interest payment data April 2. «97 wffl be 
£3.191.23 per gttXXOOO danom ina lion. 

By: the Chase Uanhettan Bank ^ 

London, Principal Paying Agent Q CHASE 

October 17, 1996 


U.S. $100,000,000 

Lonrho Finance Public Limited Company 

0noamenattlwti*imiltat>mylnBiaimatnilWa9SMtltt&a0HdiuH>*liaWH) 

Boating Rate Notes due 1997 

Unconditionally and Irrevocably guaranteed by 

Lonrho Public Limited Company 

IttKnpmM mm Mad burnt »i EnOUna and mates w«i momma nunbm KS30OH 

Notice is hereby given that for the three months interest period 
from October 2t, 1996 to January 2t, 1997the Notes wifi carry an 
interest rate of 6.7B516% per annum. The interest payable on 
the relevant interest payment date, January 21, 1997 will be 
U.S. $173.40 and U.S. $1,733.99 respectively for Notes in 
denominations of U.S. $10,000 and U.S. $100,000. 

By: The Chase Manhattan Bank 
London, Agent Bank 

October 21, 1996 
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Landes kreditbank 
Baden-Wurttemberg 
US$200,000,000 
Subordinated floating rate 
notes due 2002 
Notice is hereby given that 
the notes mill bear interest at 
5375% per annum from 21 
October 1996 to2l April 1997. 
interest payable on 21 April 
1997 mill amount to US$27.17 
per USS], 000 note and 
USS271. 74 per USS 10,000 note 
and USS2.7I7J6 per 
USS 100,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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Residential Property 
Securities No. 4 "PLC 


£290JNLUn> 

Class Al Notes 
Mortgage Backed Boating 
Rate Notes due 2023 

Nctke a barter jjren ihtt there »ffl 
be a prinafo) r qujmu ui of 16.833 
per l S 1.891 He parnunt to Clue 
libi of ihc Nous cn tbr ninoi 
paymciv il*u 51a October 199,.. The 
principal moul nuutmifing on 
In r4nrml»T 1446 bID ihndcrr be 
k47jWOp-r Nme 



a « m 


THE TOP OPPORTUNITIES SECTION 

For senior management positions. 
For information please contact: 

Robert Hunt 

+440171 8734095 
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Bank of Greece 

Hit — " J *** n r- *-**•* — i>ut r 

ECU 200,000,000 
Flaatoc Rare Note* Dae 2997 
In actxwdanca wnh the proyiwont of the 
Notes, notice is hcn&y gwa that the 
Rue of lateral Tor the dne month 
ijodeffifiscMthlamniy, 1997. basbeen 
1 at 51)623% per annum. The interest 
acurum* ibr snch three momh period wffl 
be ECU 132.19 per ECU lOtoO and 
ECU 1J2I48 per ECU IOOjOOO Beam 
Note, on 20ti> January. 1997, against 
preaeniajoo of Conpoo No. 19. 
OteBMktfSirftndml ^ 

London Branch A^ent Bank ^ 

UthOt**X*lt»96 


1410/1441 Broadway 
Finance, Ud. 

US $174^00^)00 
Guaranteed Secured Floating 
Rate Notes Dim 199$ 

For the period from October II. 
l996toApri] II. J W the Notes wiU 
cany an i Keren me of ti per 

annum with an interen amouni of 
US SJJ^.99 per US SJO.OQ0 
principal amount of Notes payable 
on April 1 1. 1997. 

RretTfusloI New York, N.A. 
s AgwitBunfc J 
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Investors look 
to offset swings 
linked to Emu 




No-one ever got poor taking 
a profit according to the old 
stock market axiom - but 
the recent course of conver- 
gence trades in European 
government bond markets is 
wmktog it hard to find prof- 
its to take. 

The so-called high-yield 
convergence trend, which 
baa been a dominant theme 
in European bond markets 
in recent weeks, appeared to 
stumble last Wednesday 
when Italian 10-year bond 
yields moved away from 
those of German bunds by 12 
basis points, to 244 points. 
Other hlgh-yl elders also 
underperformed. Spain and 
Sweden, for example, saw 
their 10-year yield spreads 
over bunds widen by 15 and 
6 basis points, respectively, 
to 185 and 121 points. 

Although the jitters 
proved to be short-lived - 
thn Italian spread bad tight- 
ened back in to 238 basis 
points by the end of the 
week - it has made some 
investors nervous. 

The markets are now bal- 
ancing possible alternative 
courses. On the one hand, 
bullish economic fundamen- 
tals augur well for a further 
fall in Italian bond yields. 

Ms Alison Cottrell, inter- 
national economist at Pai- 
ne Webber in London, said 
Italy's recent success in 
fighting inflation and cut- 
ting its budget deficit were 
bound to drive yields down, 
regardless of Emu-related 
bullishness. 

She believes that this, cou- 
pled with continuing strong 
domestic demand for govern- 
ment paper, will continue 
pushing the spread of BTPs 
over bunds lower. 

On the other hand, con- 
tinuing fears over German 
opposition to Italian mem- 


bership of Emu as a foun- 
ding member could cause 
further wobbles. 

The difficulties of BTPs 
and the lira in the middle of 
last week were attributed to 
the weight of criticism com- 
ing from Bundesbank offi- 
cials over the past fortnight 

Bundesbank officials, 
including Mr Hans Tiet- 
meyer, the president and Mr 
Otmar Issing, the chief econ- 
omist have made a series of 
comments warning against 
first-round membership of 
Emu by the high-yielding 
European markets, such as 
Spain and Italy. 

In these circumstances, it 
is not surprising that some 
banks are examining ways 
in which investors can hedge 
against a sharp retracement 
of the convergence, while 
maintaining an exposure to 
benefits from the possible 
continuation of the trend. 

Goldman Sachs, the US 
investment bank, said last 
week: “We are not expecting 
a major trend reversal, but 
for several reasons we think 
the rally has become over-ex- 
tended, and that trades to 
protect against a correction 
should be considered.’* 

It suggested three possible 
protection strategies, all of 
which involve an element of 

fiuanrtnl an gtnawlng - 

• The most straightforward 
is the purchase of a six- 
month call option on the 10- 
year Italy-Germany swap 
spread - the size of which is 
a direct function of the yield 
spread between benchmark 
bond yields in the two mar- 
kets - at 250 basis points, 
while selling a six-month put 
option on the same spread at 
125 basis points. Since the 
swap spread is currently at 
about 200 basis points, this 
strategy would be profitable 
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if the swap spread widens to 
more than 250 basis points, 
with gains offsetting the 
losses on the holdings of 
rash bonds. Its risk is lim- 
ited on the downside adnee 
the spread would have to 
narrow by more ' than 75 
basis points before the inves- 
tor starts to lose money. One 
of the main attractions of 
this trade Is that it is 
designed to cost the investor 
nothing: the proceeds from 
the sale of the put option 
offset the costs of buying the 
caH 

• Another strategy recom- 
mended by Goldman 
involves buying a three- 
month put option on a BTP 
maturing in February 2006 - 
which last week was yield- 
ing £L29 per cent - and sell- 
ing a three-month put option 
on a German bund which 
matures In April of the same 
year and was last week 
yielding 6.02 per cent. The 
put option on the' BTP pro- 
tects against a widening in 
the spread, while the put 
option on the bunds limits 



the extent to which the 
investor will gain from a 
narrowing in the spread. The 
overall effect Is to partially 
lock in profits made so far 
on - -the convergence. -In 
return, the investor gives up 
some of the 1 potential for 
future gains , should conver- 
gence continue. 

• A third strategy is also 
suggested. It achieves a simi- 
lar objective through the use 
of more technical over-the- 
counter derivatives, involv- 
ing options on swaps. 
Although complex to set up. 
it offers the advantage of 
costing the investor nothing. 

Some analysts argue that 
the price to pay for hedging 
in fhig manner is too high in 
terms of opportunity cost 
should the high-yield rally 
continue. But others insist 
most traders can now afford 
it After all, since the end of 
August yields on 10-year 
BTPs have fallen by more 
than 120 basis points, and 
their spread over bunds has 
tightened by nearly one full 
percentage point 
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SCHLUMBERGER 1996 
THIRD QUARTER EARNINGS 

New York, October 17 - Schhimberger Limited repealed today that 
1996 third quarter net income of 5229 million and earning? per share of 
50.93 were 36% end 33% higher, respectively, than the same period last 
year. Operating: revenue of £226 bill ion was 18% above third quarter 
1995. Operating revenue for the first nine months was 16% above the 
same period last year, while net income rase 24%. 

Oilfield Services revenue increased 28%, while worldwide rig count 
rose 9%. All businesses contributed 10 the 68% growth in operating 
income. 

Measurement A Systems revenue decreased 1% compared to die same 
period last year, as gains in Electronic Transactions were offset by a 
decline in ibe Metering business and Automatic Test Equipment. 
Chairman and Chief Executive Officer Euan Baird commented: "The 
broad strength of our oilfield results is a clear indication of the 
premiums we are deriving from our comminDeot to low-cost innovation 
and from our huge investments In new technology to improve the 
productivity of our diems. On die other hand. Measurement & 
Systems’ seasonally slow third quarter was further impacted by a 
t e m p orary weakness in ibe semiconductor in du str y and continued 
turbulence in electricity metering markets. The overall results of tins 
group will, however, improve as market conditions stabilise and the 
measures which we announced during toe quarter take effect" 
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Netteo Is hereby given that the rata tri Mweet 

tor 9 m period tom October 2M. 4)09 to April 

Star, 1097 has been ftradar £5 par cent per 

annum. The coupon amounts due lor Bis 
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NOTICE OF REDEMPTION TO THE HOLDERS OF 

The Long-Term Credit Bank of Japan, Limited 

ff-S. $25,000,000 Floati ng/Fixed Rate Notes 
due November 2001 (Tranche B) 
uhe“N«eO 

Ncricejs hereby given duo. pursuant 10 Gonditum5(b) of the Terms 
and Conditions of die Notes. The Long-Term Craft Bank of Japan, 
unwed has efecaed to redeem on 2te November. 1996 
( toe “T tofeoqftwn pare**! all of toe Nones ai their priutoml amount 
lowest on toe Notes win cease la accrue on. aod after the 
Redemption Date. 

The Nom will' be paid, upon presentation and surrender thereof 
wiffl an Coupons appertaining thereto maturing alter the 
Rttfemptioa Date, at toe office oft 

L.TCB Trua Company, New York (for payments of principal «n1yV 

1116 ** m 2)51 i*yvember, 1996.shauld.beTjresenredftF 

paymemm the usual manner. 

4JPOB Tnm Ooowmji New W 
asPbcalAgo* 
Gxawlaihrtnllfor 
The Ung-Tmn Cnsfit Berirof ' 
ton,UnrtMd 


21* Ooufecr, 1996 


n ■ MEMBEn OF • 

ATHENS STOCK EXCHANGE Oct 14th - Oct 18th 1996 nntstf-zr T 

ASEBOEX 9ZS3B 

%Oia&149S) 283 

Yoraly 1 cos re 

YaartyLow BTODG 

WBB4LYVOL(USOxft 15S48 

%Chg(PiW.Wi) 14JS3 

lYWtAvB-lUSDrt)) 15838 

RE Wfer tux) 95*95 113/123 

EPS GROWTH (%) We 133 

RE B8e£PS GROWTH (K)Wq 035 

P/C898W9S £MSo 

PfiV98rtBB 44/28 

I>r.YHdf%) 98*95 53/43 

00P<US0bri)98e . ,.42036 

PerCtoaakisome(USP). 11JBZ1- 

WWon Raft (% 'ftX'i, Soptomber SB) - '--.S’:' seb. 
Ctetoberi2MT4aiwe(5t) - '‘'li5o 

i-fi*WbAfctoor(«) .1 .jaoa 

.. . . 1 :...*?!■*£ 
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MONDAY OCTOBER 21 1996 


CURRENCIES AND MONEY 






POUND SPOT FOR'.VARD AG 


Otttt 


Ctosjfyr '/ Cheng* BkVatfor 

‘imid-potm onrfay apnea 


DOLLAR SPOT 


OLLAR 


WORLD INTEREST RATES 


Bvf* MW 
high low 




&»op* 
Austria . 
Brtgkim * 
Oaranarfc 

Fkimvt 
Frrca.- 
Germany .. 
erases ■ • 
Ireland • 
«te. -■ 
UoreretoooTO 

N eUwr tt nd a 


m firsm -:+ox«e ezB-eos 

_AT 504875. +411483 403 - 266 
(DKr)' . 9M2A +0X1 BO 073 - 074 
tj=uy .7X385 +OX266 3 14 * 475 
0=FfJ\ 6X942 +0X183 902 - 981 
(DN)--J245aO- +OOOS0 538 - 582 
{DO.- 383.S93 +CL923 446 - 854 

(E) -U0940. »0.001 033 - 047 

• W 2443 XI* -037 283 - 470 
9^.-505875 +4tt463 493 - 256 
(FQ 2.7542 *0.0072 530 - 564 



Norway 

9*<t} -108888 

+0X092 841 - 931 

1040+9 

Pwtegei 

(EB) 247841 

+0486 132 - 351 

247X21 

Strata , 

e>ra)' 206.4S- 

*4.162 364 - 545 

206-748 

Sweden. ‘ 

(SKI} 10S5BB 

-0.003 804 - 687 

105739 

Swtorfend 

• (SFrV 2/2263 

+00124 239 - 286 

2X268 

UK ' . 

® -- 

- 

. 

Geo 

s - 18772 

+00016 766- 778 

1.2783 

SORT ' ;. 

-•ijiodeoff 

- 


tewrkraa 

• 

. fe 


Angara- 

(Peso) 18902 +08039 898 - 907 

1X928 

Qrazt - - 

PS) 1.6304 

*0X049 297 - 310 

1X323 


172879 17.1886 
503256 502920 
9-4075 93491 

73400 72900 

82991 82457 

2.4581 2v440e 

384366 3ff1XBS 
00840 02903 

2449.76 2434.48 
506350 502920 
2.7385 
103307 
246.137 
205427 
105203 
00066 


One monifi 
Rate WA 

'nine months 
Rate %PA 

One year Bank of 
Rate %PA Eng. tadn 

Oct 18 

Closing 

mid-port 

Chengs Bto/ofler 
on day spread 

Day's raid 
high taw 

One month 
Rate MPA 

Three months 
Rate %PA 

One year 
Rale • 

JP Magn 
MPA tads* 

aiWKET IWIEO 

October 18 Over 

One 

Throe 

Six 

One 

Lomb. 

Dis. 

Repo 

wria 







— 















rugnr 

morqh 

tilths 

rntha 

year 

Hirer. 

rate 

row 

17X282 

3X 

17.1717 

22 

_ 

. 

1045 

Eutpa 

Austria 

(Sen) 

10X565 

-0X054 530 - 560 

10X690 

10X270 

10X357 

22 

10.7955 

22 

10.6005 

25 

1045 

Belgium 

3A 

3i 

34 

3Vk 

34 

B JJO 

2.50 

- 

504675 

2.8 

502425 

2.7 

49222S 

2.7 

105.7 

Belgium 

(BFr) 

31.7950 

+0X01 800- 100 

31X110 

31.7100 

31.73 

25 

31 .5975 

25 

30X775 

25 

1055 

weak and 

2ii 

■*» 

34 

31k 

34 

6-00 

250 

— 

03851 

22 

9.3535 

2.1 

92152 

2X 

107.1 

Danmark 

(DKr) 

5X035 

-0X053 080 - 110 

5X159 

5X951 

5X006 

IX 

5X822 

IX 

5X005 

13 

1064 

France 

34 

314 

34 

% 

38 

3^5 

- 

4.75 

- 

- 

- 

- 

. 

. 

84.6 

Finland 

(FM) 

4X130 

+0X038 092 - 167 

4.8247 

45943 

4X042 

22 

4585S 

2.4 

4503 

2 A 

843 

week ago 

3* 

314 

34 

3» 

as 

335 

- 

4.75 

ejtTre 

24 

82468 

22 

8.1091 

22 

108.4 

France 

(FFr) 

52130 

-0 0035 120 - 140 

52180 

5.1997 

52043 

2X 

5.1862 

2.1 

5.104 

2.1 

107X 

Barmany 

3 i 

25 

2fi 

23 

34 

4 SO 

2.50 

3X0 

2.4495 

2.7 

24383 

.2.7 

22883 

2.7 

' 1074 

Germany 

(DM) 

15430 

-00007 427 - 433 

15445 

15391 

154 

22 

15333 

25 

15031 

25 

1075 

weak ago 

3& 

28 

34 

34 

34 

4 SO 

250 

3.00 

- 

- 

- 

- 

. 

. 

87.7 

Greece 

(Dr) 

241.130 

-Oil 070 > 190 

241.700 

240X00 

242585 

-7.7 

245255 

-65 

25628 

-65 

673 

MM 

H 

5% 

58 

5« 

5*ft 

- 

- 

625 

0X938 

02 

0X935 

02 

0X907 

Q2 

99. B 

Ireland 

(El 

1.E007 

+0X029 000 - 014 

1.6071 

15961 

15004 

02 

1X001 

0.1 

15969 

02 

. 

week ago 


S4k 

5H 

SVk 

5ftfc 

- 

- 

825 

2448X6 

-2X 

245721 

-22 

2478.61 

-14 

775 

Italy 

(L) 

1535X5 

-4X5 580 - 610 

154358 

1533X0 

1539X5 

-32 

1545X 

-25 

1561.1 

-IX 

765 

tray 

B* 

84 

8 

78 

74 

- 

825 

8.38 

504875 

22 

602425 

2J 

482225 

2.7 

105.7 

LiAemboug 

(LFf) 

31.7850 

+0X01 SCO . 100 

37X110 

31.7100 

31.73 

25 

31.5976 

25 

30X775 

2X 

1055 

weak ago 

8V, 

84 

8 

73 

84 

- 

825 

828 

2.7472 

3X 

2.7339 

29 

2.6753 

2X 

105.7 

Netherlands 

(FT) 

1.7311 

-0.0004 308 - 313 

1.7348 

1.7287 

1.7273 

25 

1.7193 

2.7 

1X838 

2.7 

1054 

Netherlands 

2* 

2fl 

2E 

3S 

34 

- 

3.00 

320 

103786 

12 

103671 

02 

102151 

0.7 

985 

Norway 

(NKr) 

85294 

-0X129 284 - 304 

65514 

65182 

65258 

0.7 

652 

0.6 

6X944 

05 

97.7 

weak ago 

3A 

=8 

29 

27k 

34 

- 

3X0 

320 

247.486 

-12 

247X86 

-IX 

. 

. 

95X 

Portugal 

&> 

156295 

-0.14 370 - 420 

155X00 

155.100 

155X 

-1.6 

155X95 

-12 

166X7 

-OX 

96.1 

Mtzarimi 

1* 

IVk 

It 

IS 

15 

“ 

1X0 

- 

206X55 

-12 

206X9 

-IX 

207.705 

-05 

79.9 

Spain 

(Pta) 

129.700 

-027 740 - 780 

129X90 

129.460 

129X4 

-1.7 

1302 

-IX 

130X65 

-OX 

79.6 

week ago 

ifi 

ivs 

IS 

14 

15 

- 

1X0 

- 

10X588 

ai 

105568 

0.1 

105483 

0.1 

90.7 

Sweden 

(SKr) 

6X368 

-0X209 330 - 407 

6X664 

6X291 

8X341 

05 

6X242 

05 

65760 

OX 

8BX 

US 

Si 

54 

ST4 

5S 

53 

- 

5.00 

- 

2X178 

44 

2X04 

42 

1X429 

4.1 

1092 

Switzerland 

(SFr) 

12729 

+0X041 724 - 734 

12735 

1 2865 

12085 

4.1 

12801 

42 

12224 

4X 

109X 

wort ago 

SVfe 

54 

54k 

59 

6 

— 

5X0 

- 

- 

- 

- 

- 

- 

- 

89.3 

UK 

(E) 

15910 

+0X045 906 - 915 

15930 

15840 

15903 

0.5 

1.5893 

04 

15833 

05 

88.7 

Japan 

i 

4 

r 

U 

4 

Ik 

- 

050 

- 

1X763 

1.7 

12718 

1.7 

12541 

IX 

- 

Ecu 


12458 

+0X02 455 - 480 

12484 

12436 

12471 

-15 

12503 

-14 

128B9 

-1.7 

■ 

week ago 

i 

M 

M 

t 

% 

” 

050 

— 


- 0895043 




?R v.. 


Canada. • • «CS*. 
Mexico (NswPboo) 
USA . • » 

PsdflofMkfcOe 
Ausorta W 

Hcno^tong (WSJ 
into (Fte 

lareal ®*j 

Japan CO 

Malaysia 1 P4SJ 

NM2Mred (NZR 
PNtpptees -- Peso} 
Sasr'Aretfa.. (SR} 


Souffl,^ric& TO 

South Kon* (Won) 
Trtaahr - - - . 'CCS 

Thailand '* [Bfl 

tflsn»tar0et.i7. 
iwTfafed byonwa 

- UH8MS n botti to tad 


2.1464 +03003 454 - 474 
122845 -02585 731 -959 
15611. +00046 806 - 815 


20002 -00028 090 - 014 
.322021 +0035 982-060 

607887 +02099 731 - 643 
5.1698 +00513 920 • 075 
178.113 -+1.171 022-203 
32866- +00145 876-915 
22528 -030122 514 - 542 
41.7969 +01195 214 - 724 
- 5.9889 +02167 640 - 697 
22512 +00083 497-526 
72457 +02342 396 - 517 
131628 +4.72 574 - 681 

43.7538 +0141 256-822 

405589 +01234 444 - 753 
to to Pare! Spat table to 1 
frtm, Swing hriar rmmiimf 
Die Dolor Spot tattoo dorived ton 


122380 122364 


582680 564850 
52080 5.1428 
179280 177290 
32937 32708 
22601 22460 

412750 41J214 
52730 52416 
22527 22412 
72519 72017 
1317.73 130821 
43.7916 432425 
402010 402700 


2.1427 

22 

21356 

22 

21094 

1.7 

85.6 

15804 

05 

15894 

OX 

15834 

05 

97.8 

2X019 

12298 

-IX 

0.4 

20042 

12295 

-OX 

02 

20101 

123081 

-05 

0.0 

94.7 

178263 

5.7 

176X53 

55 

1B9J86B 

62 

130X 

22606 

-42 

22745 

-35 

2213 

-27 

111X 

■ 

- 


• 

- 

- 

- 


SDRt 

Americas 

ArgwuJnu (Peso 

Brazil (RS) 

Canada (CS) 

Mexico (New Peso) 

USA (S) 

Pscflottlddfa EastMMea 


■ $ LIBOR FT London 


09995 -0.0004 
12247 +0.0001 
13491 -0.0037 
7.7210 -0.059 


984 . 995 
246 - 248 
468-493 
160 - 260 


02985 02994 

12250 1.0245 

1.3584 12487 

7.7300 7.7150 


Australia 

Hong Kong 

India 

Israel 

Japan 

Malaysia 

New Zeeland 

PI H ippne u 

Saudi Arabia 

Singapore 

South Africa 

South Korea 

Taiwan 

Thaland 


(AH 
(HKS) 

(Rs? 35 .6800 
32682 
112575 


12S72 -0.0053 
7.7321 -02001 


(Shk) 

CO 
IMS) 

(NZS) 

(Peso) 252700 


*a 03 
+0223 
+0.415 


12582 
7.7325 
300 - 300 35.7310 

642 - 721 32724 


568-575 
318 - 323 


2 JO 75 +0.D019 
1.4158 -02118 


(SR) 

(SS| 

TO 


(Won) 827.300 
(IS) 275000 
(BQ 25.4825 


3.7503 -02002 
1.4149 +0.0011 
45540 +02065 
+0.6 


550 - 600 
070 - (SO 
154 - 164 
300- 100 
495 - 510 
144 - 154 

515-565 
200 - 400 


112.630 

2.5060 

14179 

26-3100 

3.7511 

1.4155 

45570 

823300 


+021 

+0204 


t SOfi rare per S for Oct 17. BKVoflar 
quoad to the market bu are unpned by Cur 
17: Base average 1890=100. 


900 - 100 275200 

900 - 950 25.4960 

«i the Defer Soot tabl 
I interest rates, uk. 


7.7317 

355270 

32456 


26-2300 


828.800 


taow only the toot 
& ECU ore 


12473 

1.6 

1.3432 

1.7 

152SS 

1J 

84X 

7X39 

-185 

8.1055 

-195 

8X66 

-121 

• 


- 

- 

- 

- 

- 

085 

12587 

-1.4 

12606 

-1.1 

12681 

-0.7 

95X 

7.732 

OX 

7.7326 

OX 

7.7436 

-0.1 

- 

35X85 

-72 

36555 

-75 

- 

- 

- 

11207 

5X 

111X75 

55 

106X8 

21 

131 X 

25103 

-1.4 

2.5157 

-15 

2537 

-12 

- 

1X214 

-4.7 

1X257 

-28 

1.4572 

-29 

- 

3.7506 

-0.1 

3.751 

-O.i 

3.7529 

-ai 

- 

1X127 

IX 

1X082 

IX 

15869 

20 

- 

45947 

-10.7 

4X697 

-102 

4X845 

-95 

- 

275001 

OX 

275003 

OX 

. 

. 


255625 

-42 

25.75 

— 4X 

265875 

-35 

~ 


Interbank Ffadng 

54ft 

5S 

54ft 

63 

_ 

- 

- 

wart ago 

6% 

5& 

59 

5% 

- 

- - 

- 

US DaBnr CDs 

5.10 

5.10 

S.19 

559 

- 

- 

- 

week ago 

- 5.10 

518 

527 

550 

- 

- 

- 

ECU Ltakad Da 

4Vft 

4& 

4V» 

44 

- 

- 

- 

week ago 

4% 

44ft 

4M. 

<4 

- 

- 

- 

SOR Linked Da 

3* 

34 

34 

39 

- 

- 

- 

wBrt ago 

34 

34 

34 

33 

- 

- 

- 


S UBOR Mertaank fixing 


tor Siam quoted to the morkM bv <M 


refer en ew bar** at iiwn each woridrro day. The banks anr. Barkers Trust. Bank or Tokyo, 
Barcfeya and Nattonaf W e atn weaer. 

Mid ratta are shown for We domestic Money Haas, US* CPs. ECU a SOR Linked Dapoom ID* 


EURO CURRENCY INTEREST RATES 

Oct 18 Short 7 days One Three Six One 

term notice month months months year 


three decimal n tec en FonwtU ratal are not draetty 
rt US cunancy. JA. Morgan nominal ntss Oct 



1 CROSS RATES AND DERIVATIVES 









■ FT GOLD MINES INDEX 

^CHANGE CROSS RATES 

'• 1 ; CctiB.. ■' ■' WRr ■; DKr FPr DM t£ 

L 

R 

NKr Es 

Pta SKr SPr 

2 

CS 

s 

Y Ecu 

% chg %of 

Oct does HktCfa Gold Grass A PfE 52 wart 

18 2V12« ttm Mlaaa yield % raflo Mg* <X» 




(BEt) 100 

18,58 

1659 

4,853 

1X66 

4631 

5X44 

20.54 

488.6 

40&0 

20X7 

4003 

1.977 

4542 

3.145 

354.0 

2.524 


Dewnfak. 

(P») 53X1 

10 

8 X22 

2.011 

1.057 

2599 

2X29 

11.05 

262X 

2195 

1153 

2.154 

1.064 

2582 

1.682 

190.5 

1.358 

• V 

'fttokra' : 

UFW 61.00 

4154 

ID 

2.960 

1.198 

2947 

3520 

1253 

2980 

248.9 

12.73 

2442 

1506 

2.587 

1.916 

215.9 

1.540 


-Qerraany ■ 

(DM) 20.61 

5X30 

3.378 

1 

0.405 

895.5 

1.122 

4532 

100.7 

84X7 

4.301 

0.825 

0.407 

0.974 

0.648 

72.96 

0.520 


taatand 

p£) 50X0 

9X58 

8544 

2,470 

1 

2459 

2-771 

10.45 

248.7 

207.6 

10.62 

2.037 

1X06 

2.159 

1.601 

1005 

1565 


. 

C*j 2X70 

0.386 

0539 

0.100 

0X41 

100 . 

aiis 

0X25 

10.11 

5445 

0.432 

0083 

0 041 

0.068 

0.065 

7.328 

0.052 

■ 

ftottrartands 

• (R 1857 

3.414 

5012 

"0591 

0561 

887.4 

i 

3.773 

89.76 

74.95 

3.834 

0.735 

0.363 

0.779 

0.578 

65X3 

0.464 


Norway . 

(NKr)- 46,68 . 

9X48 

7X63 

2563 

0X57 

2352 

2X51 

ID 

237.6 

196.7 

10.16 

1X49 

0X62 

2.065 

1.531 

172X 

1529 


Portugal, 

(Es) 20X7 

3.603 

3.355 

0.993 

0X02 

968.7 

1.114 

4503 

100 . 

83.50 

4572 

0.819 

0.405 

0.868 

D.644 

72.45 

0.517 


Spate - - 

(PtaJ 24X1 

4.555 

4.018 

1.189 

0X82 

1164 

1.334 

5.034 

1195 

100 . 

5.116 

0.961 

0.464 

1.040 

0.771 

86.77 

0.619 

m 

Sweden 

(SKA 47.91 

8X03 

7.854 

2525 

0X41 

2314 

2.606 

9X39 

234.1 

1955 

10 

1.918 

0.947 

2.032 

1.507 

169.6 

1509 


Switzerland 

(Sfi) 24.98 

4.643 

4.096 

1212 

0X91 

1207 

1560 

5.131 

122.1 

101.9 

5515 

1 

0.494 

1.060 

5786 

8544 

5631 

t ; > 

UK ' ‘ 

(Q 90.59 

2402 

8594 

2.455 

0.994 

2444 

2.754 

1059 

2475 

206X 

10.56 

2025 

1 

2.146 

1.591 

179.1 

1577 


Canada : . . ■ 

(CS) 2257 

4581 

3X65 

1.144 

0X63 

1139 

1563 

4.842 

1155 

96.18 

4.921 

0.944 

0.466 

1 

0.741 

83.46 

0.595 

- 

US 

(S) 31X0 

5X00 

5213 

1543 

a 625 

1536 

1.731 

6530 

155.4 

129.7 

6.637 

1573 

0.629 

1.349 

1 

112.6 

0.803 


Japan 

(Y)' 2825 

5250 

4X31 

1.371 

0.555 

1365 

1.538 

5.801 

138.0 

1155 

5.896 

1.131 

0556 

1.198 

0.888 

100 . 

5713 

- 7 

Ecu 

39X2 

7.363 

5485 

1.922 

0.778 

1914 

2.157 

6.136 

1956 

161.6 

5269 

1.586 

0.763 

1.081 

1546 

140.3 

1 


Donfah Kroner, Prench Franc, N nn i m gia n kroner, and Swerfeh Kronor par 1ft Bfegtan Franc, Yen. Escudo. Ure aid Premia per 100. 


■ 'D-MARK niTUMBI (IMM) DM l 25.000 per DM 



Open 

SeC price 

Change 

Hlgta 

Low 

Est-vol 

Open an. 

■Dec- 

0.6509 

56506 

+50002 

0.6622 

56497 

23.781 

73.152 

Mar . 

0.6545 

■56546 

.40X002 

0.6558 

56542 

610 

2.567 

Jun - 

- ; , . 

56585 

+50002 

. T 


11 

2X73 

■ SWISS malic fVTUBSS (IMM) SFr 125,000 par SFr 



Dec 

57925 

57917 

-«X006 

57942 

57897 

15X98 

49,626 

‘Mar - 

0.5004 

■0.7990 

•-0LD008 

56018 

0.7971 

217 

2.471 

Jun 


- 0X067 

.-0X006 

0X080 

0X055 

2 

603 

W JAPANESE YEN FUTUTBBS (IMM) Yen 12.5 per Yen 100 




Open ' 

Sen price 

' Change 

HB0I 

' Low 

Est-voi 

Open int 

Dec 

58960 

0X957 

-0X023 

0X991 

0X947 

11,407 

71X13 

Mar 

0X092 

0X072 

-0X024 

0X092 

0X065 

189 

2.115 

Jun 

0.9190 

59188 

-0.0025 

0.9190 

59188 

2 

215 


■ P o ure d ba Mew York 


Od 18 

—dose — 

- Pray. d0» 

Capot 

1X900 

1.5875 

1 ram 

15892 

1^868 

3 rath 

15881 

1X857 

Iff 

1-5801 

1.5798 


FT GUIDE to WORLD CURRENCIES 

The FT Guide to World Currencies 
table can be found on the Markets 
page In today’s edition. 
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LONDON MONEY RATES 

Oct 18 Ouer- 

nttfn 


7 days 
notice 


One 


Three 

months 


Six 

months 


One 

year 


(MM) E62500 per E 


i 1» 
) •:«* 
’.tr 

7 ..i-- 
1 


-Dec'" ’ 1 J858— -15882^+tttX)30 15820 TJ834 7277 54.847 

m» ...... 158(32 ‘i-saeSl-r+Gjoaw Tisofr- “ts&so S3 ■•'-arr- 

JUft- . - .1 -5846; •+00024 1588Q.. .-JL5B20 4 . '-A 

pt 2 . ir.r f‘ mff rry*: .1* .■ * 

•. - ■ 'vJ. •••. . "• 


■ PWMADBJWASE £7!>pyncm» E31,250.(pera» per pound) 


Interbank. Sterling 6-4 5% - 5*8 5iJ - 5g 6ia - 5{{ B*a - 6 6*a - 6*4 

Slating CDs - 5ii - 5fl 5fS - 5% 6,'* - 5 && - 

Treasury 83s 3fi - M| ShL - SS 

Bade 80s. -. - . 5S - 5JJ SjJ - 5JJ - 53 

Local astftorify daps. 5% - 5%. 54t.r -5% 5£J - 53 5, *3 - 5 ti 6^-53 6V - 8% 

TBscaOnt Matas depa 54* - 44* 5V vs** ' 

UK dam*t g bank base (ending mm 5% per cent from Jlb w 5. 1996 

Up to 1 1 -a 3-6 8-9 

montti month months 


P-12 
months months 



Strike 

Price 

Nov 

- CALLS - 
Due 

Jan 

Nov 

PUTS - 
Dec 

Jan 



1X70 

2.15 

2A5 

2X6 

527 

582 

593 

" 

1XBO 

1-43 

1X0 

2.10 

0X5 

0X7 

1.30 


. 1X80 . 

0X7- - 

. -.1X6 

1X7 

1X3 

1X0 

1 X8 

• — ^ 

1X00 

047 

0X5 

1.16 

1X0 

2.02 

2X5 


1X10 

0X2 

0X3 

0X1 


- 

■ 



ProwbuB day's voL Crta 492+ Pub 1 1228 Ptev. day* opan tat, Cate 

140.123 Putt 128.763 


Certs <4 Tax dap. (EIOOOOOJ 2^ &2 5 5 4’+ 

Carta of Tax dap. wider £100.000 la 2>spc. Deports rtthrarerei far cash l*+pc. 

Amo. fender rale c 4 dkscourX on Od 18. &S518PC. ECGD fixed rata SOg. Export Ffaanca. MaM 
up day Sep 30. 1906. Agread rase far period Oct 26. 1B96 to Mar 2S. 1900. Schreirea H ft ID 

729PC. Reference rate tor period Aug 91, 1998 to Sep 30. 1096, Schemes IV ft V &848pc. 
Ftnance Houee Base Rate Bpc bom OR 1. 1986 

BANK OF ENGLAND TREASURY BILL TENDER 


BANK RETURN 

BANKING DEPARTMENT 



Od 18 

oa 11 


DO 18 oa 11 

Bite on oflar 

£200m 

.E200A 

Top aujplEd rate 

5X753% 5X151% 

Total of appPeaBona 

E839m 

Cl 071 in 

Are. me of dtseoura 

5.5518% 5.5138% 

Total talocatad 

E2D0TB 

E200O1 

AvafaflB jfald 

5.8297% 5X904% 

Mn. accaptad bid 

S9B.G10 

£98625 

OBh U nod tender 

C200R) 5200m 

Alotment at mbi. tonal 

27% 

94% 

Mta. accept bid 93 days 

- 


Wednesday 
Oct 16 1996 


Increese or 
decrease for week 


Capital. 

ftAUcdepoea* • 

Bankets deposits 
Reserve and other accounts 


E 

14553.000 

1.225,867.295 

1,895547,439 

3.292.638,940 


-87.234.536 

+45591.971 

-88.013574 


Govemmont securfllea 
Advance and other a o ooui i i a. 
Prentoae. equipment and other 
Notes 


6.426506574 

1518569.405 
3.114544595 
5091,817,603 
4542.580 
132.181 


-129.855539 

+17.300.000 

-715587508 

+566,330.160 

-48572 

-40.430 


ISSUE DS’ARTMENT . 

6,425908.674 

-129X55.839 

UabBHca 

Notes te dreuiation ' 

Notea-fn Banking Dopartmera 

20.706X57.410 
AS«2X9 0 

-59X51.728 

-45272 


20,701X00.000 

-65005000 

Assets 

Other Sowemment'eecuTfttee 

Other Securities 

IT. 120,852X37 
9X89.147,163 

-59,396,968 

-603.014 


20.710500.000 


- .(■ 


UK GILTS PRICES 


WV% Mat 
NOBS Pitas E *t- Em 


Last Clg 
M ha 


Sfertr ttoaa ipfe FtoaYered 

DwreWn IDpc IBflB 100A “1 

Trra* )3>4XC1BB7H— 101B -2 

fadnoiapcifl87 im»a -.1 

Tnas.Cm 7pc iWTtt— i«® -.1 
Taras 8lrt*1907*t__ +. 102* -2 

Bdilfipc 1997 108U4 -2 

Drt9taCl9B&. 10Pi +2 

Tm 7l«pc 199Btt 101 1 * ~2 

Danetpe I66MS#-. TOO — 

TW«151 z j)c’S6# 116* -J 

EatolTpcIIBB : 110* -A 

lBas9%pc1SBBS 105% -.4 

Tceasfeg ft** 1999 — „ WTi — 

Bd* IJtope 1989 112A -« 

T*»io«apei9B9 1®U -5 

Tubs ftK 1999 96U -I 

Orfenen Hfl+jc 1999.. MWi -S 

0»9fc2000tt, «*H 

Tran I3pc 2000 - lift ~ 7 

Ims Upc 19BB-1 111 A -« 

tafe8K 2000tt 1Q345 -.6 

TtasRs Ran 2001 — 

ta»ift*3»t ill® -7 


TrB»8»ape200Stt — 

351M0 Trw»7*a0c2a«W 

JillM T«fe71«>c!MB» 

26.74481 TlfeB6peZ«B-6n 

21 J 130 Tn» 11 54*2003-7 — 

830 0C27OC27 17.f0f2W TreM8«aPc2007# 

3J50 J»19J»1» 10-71^3 1r»9pe200B» 

T«8pe2009. 


3.409 a^r»5N*ris 
U90 J122JS22 
3/oo r*cn fo2i 
1368 Fe6M6 
3560 msei 


8,150 Se30Ul90 
J5» wivyi 
335 M30SC30 
8,909 W2DM20 
1^00 Jyi5Jai5 
5/00 SHrJsSaDs 
8090 S*26M26 
1J5Z NV19IH19 
ft050 RtlOAilO 
1/ao manta 

559 Sa3MG 
S.171 JBUJft* 
870 1*22 W22 
ftBOO JS7DS7 
XOOO BOcJrtk* 
4.406 Au26Fe26 


TMS7pcS001tt. 

TtasMtfeZaO- 


tafelfteSBB 

1 =»!11iape2nn-4 

1 fwfe03Haie 1999-4— 


— 99A -2 10.750 

_ m\ -.7 ft527 F#Z7 *u27 

— . 303B.. J 85D JelDJsl 

— 114V -2 250 MOS 9 

1162 -.6 1A20 SnOMtlB 


tararara^wM-iiS -« *5SS? 


5*3 JsMJyM 
-412 0B250C25 
efiOWfi ethoe 


juim Trane i«pc anew— 

051259 OrnrSpeLaZOllli 

471347 

234945 

1681264 

851268 

135 1M2 TmapsBi^ 1 - 

1ta»5lrfe200B-12tt- 

1 UU0B T«Biapc20l3tt 

20GJ84B Trw*T%pc20lM5t*. 

7.10 - Trees 8pe 201 5t* 

1581280 Trees 8 tope 201 7# 

Ear 12pc 2015-17 

Tiws ape 20214+ 


254 3031 
158 1349 

3052BK) 

19 1291 carato-fac 

1081290 War Loan Slav# 

47TO4 Qnv3»z|iC«1 «t 


»m% 

Post +/- 

fart teres 

Da dur 

US coy 
rt he 

10 B& 

-7 

10773 JaritoZ 

2854946 

830 

-.7 

11700 Ja7D*7 

2851148 

ioob 

-7 

3300 MtaSeS 

27 2300 

nes 

-A 

a0S0 Ap50c5 

203 1334 

12 IU 

-.7 

3.150 J»22 Ja22 

1171293 


-2 

7787 XWJylB 

571338 

ntm 

-8 

6621 fa!30c13 

3.181343 

102 A 

-10 

2450 1*25 Se2S 

1891336 

ana 

-O 

4,750 »*SS 1025 

1554832 

110 

-O 

5773 jyiajyu 

171245 


mm* fews 
Note Price E *i- Em 


BOO A027OC27 

2.150 1824 Se34 
j.1 a wra)Hr20 

1.150 AC1 0c21 
2/SO Ja19Jfie 
2.400 147201820 
2850 manes 
1400 Fe1BAU16 
1400 jfiSJss 
1350 4P160C16 
1250 tolTJyW 
1800 JaiSJyZE 


17.101753 
1B8131B 
95 1317 
1A10 1255 
1071314 
95 1318 
148 1319 
78 1320 
17/1321 
7.101322 
6.71323 
If. 7 1134 


HO.'* -18 5860 WAS 
sen -8 1800 UrtOSelO 
UBS -18 6.100 iK7S«27 
994 -3 BOO Jr»806 

100S -1.1 11800 Je70e7 
107H -i i T fisa ft»«s 
1374 -18 fJWO Je12D»12 
1009 -18 6800 Jf7D»7 


16235*1 - 
1101247 OsHBtoZW- 
1051295 Tren.2>3V:. 


409 -*4 
«d -8 

soft -1 2 
36% -« 
31A 

301* -> B 


39 AnlAol 
1809 JelOel 
115 Del Ocl 
9 AO50C5 
775 SOeApJyOc 
475 fat Ocl 


tSM^m — n3585 H4aJ -1 

21 jpew 17631 1E6i B.1 

2*sMV 9 pa» 1 BCS3 0.1 

+tosc'04& (1356) IlS/tSf 

2peD6 48B.S) ISBto -2 

218X139 TOflt 1IW ~3 

2>2pe'11 i74^ 175j6 -5 

Ji2lc'l3 Sal} 1443 -.7 

21jpe’16 (B1^ 15311 -.7 

ZbacTD 4860) 147,1 —8 

2tDe24» P7.7) OH -8 

4i*aC30« — PI351) ISOto -.9 

(bJ Fores In u t m a rt h ocas show RPl bare tar Indefaig, pe 8 
nnr^m poor to issue) and have aean atjrt ad to raAern 
refanfag ot RPI » 100 In February 1967. ComarWon f actor 
a»«5. RPI far Febnwy 1966: 1508 and tar September 1606; 

2671701 1S1JL 
281330 
1*92229 
177 1332 
2915 *992 
758 1982 

38I2E0 Other Fixed Interest 

213 ' ManDalOtopcTOOS— 116,'« -8 

BtaailUaPcSti? UPM 

kdntCapVjpc’IO Ufito — 

9* Cap 19* 104 — 

I3MS7-C — - 

LMfc13liPc2O06 133ia -1 

2171239 UrtpodlMaPeSrea fa — 

178 139 — 

11ljpc2007 . 1 22^2 to -8 

IfeLWrapc-a- 80 28 

NtotaaAn^3^pe2CB1. 1«'i *1 

44.pel.aW; — 136H --4 
135 — 


8191243 
2681324 

2691238 

2091315 UB Mr 56SB 2006 


100 MrC4Ss24 yoa - 
45 Kristins 15101637 
303 fat Ocl -14* 
725 to»Jiaa 
315 falOd 
40 faiocl 
5 IfaiyOcJe 
26 IMJsSdto 
8 ApSSOeSS 
25 MriSsi 
60 *30Jf3D 
9 fa23Fs23 
50 MnSel 


r93142S 
993146 
28 - 
288 - 
3093275 
26*3381 

6-953465 
7* - 

r93 - 


T«fa6topc2C0*tt-_ 95H ~3 

. SfflsiaM-. !1 f^| -■« 28S5n»21 1051295 ImSL TB Bhow In pare, per Cl 00 ncr^ral ol Bock- WeekJy changes «t. 

• W iocta « TBlP 4)w a, «»w«den» on ^ 

. «tateedon a Friday w Friday b“- 


ft 


STOCK indices 


— 1996 — Since c«*te 
; T6 Od 15 OdHW UW High urn. 


— 1990 — Stace corep. 

Da 18 Oct 17 Ocl 16 Oct 15 Oct 14 Ugh luw High LOW 


■ RSeiOO 
HSE2S0 
nttaeir 

Rtt 350 


mnston 


an 


Ofl IB Oct 17 Oa in UP FISE RBbflft? 

asssss^^Ssssssss 

2i9a7q2i«8szn&ffl»|^«^»»2g 1 £S 2M6W i = e987 

^^™r«3KESK!™*"~ ■* FI ““ ra 


iTritnn 11T7 71 123770 I Tfa 6 * 123599 1Z7BB5 I10B94 127BXB 31.14 

17B7 73 iTTlisTTB^ 1774.44 ^"SSSSubSS So 
184170 18Z&76 182582 1831 79 181280 1841^ 1564^ 

SS 

115.40 11197 118.15 11124 11624 UBg J5S 

186179 186491188735 1838J8 1504.13 S0.73 165184 2S0J3 9ZZ16 


Gold 


index (11) 1860.79 -28 4941 19080 184 


- 732023 172283 


Mrtca (13) 
Australasia (6) 
North Araenca (1?) 


242682 -38 13.00 26.31 387 3488 355386 2272.74 

221631 -6.4 691 1187 282 21.54 292784 2005.75 

185388 -1.B 3080 61 .72 0.78 62.70 219630 148884 


Belgian Franc 

3*a 

-2ji 

34 

■2ii 

3 A* 

2iJ 

3*8 

- 3A 

34 

- Si’s 

3A- 

3A 

Danish Krona 

35* 

■ 3|i 

31L 

- 3*2 

35, - 

311 

35b 

-3lt 

3*J 

-315 

35? - 

314 

D-Mark 

3*a 

- 27, 

3A 

-23i 

3A 

- 3 

3A 

- 3 

3*a 

-3A 

34- 

34 

Dutch Guilder 

27, 

-2\ 

ih 

- 2^ 

2ii- 

2»4 

2% 

-21a 

21s 

-212 

34 

- a 

French Franc 

3A 

-3* 


-35) 

3*2- 

3% 

34 

-34 

3JL 

-3iJ 

V* - 

3*8 

Portuguese Esc. 


-74 

7{* 

- 74 

7&- 

6 U 

6% 

-eli 

*« 

-6fj 

eS- 

6^8 

Spanish Radi 

612 

-6* 


-6)2 

60- 

65S 

6Hj 

-6*4 


-65b 

6ti- 

&,’* 

Staring 

5{i 

-54 

S?, 

-5% 

5j3 ■ 

sa 

6 - 

sa 

5’s 

- BA 

6U- 

64 

Swiss Franc 

14 

- is 

IS 

- T*B 

ia - 

14 

tk 

- iS 


- 1* 

Ui - 


Can. Deter 

3^1 

-34 

34 

- 33b 

34 - 

3]4( 

342 

-3% 

3?i 

-34 

3^ - 

3*4 

US Dollar 

5*4 

- 5*a 

53a 

- 5*4 

551- 

SA 

SB 

-sli 

54 

-54 

5% - 

5% 

tttfian Lfta 


- 7% 

BS 

-85( 

fill - 

•A 


- 8^ 

7iJ 

.7% 

7j] - 

7A 

Yen 

*2 

-’a 

*2 

- s 

13 * 

U 

B 

- \i 

£ 

- S 

*4 - 

h 

Aslan SSng 

3i% 

-34 

34 

-34 

34 - 

3,4 

3Jj 

- 3L 

3S 

- 3*4 

3*2 - 

3S 

Short term ranaa are cart far to US 

Deter 

and Van. othsra: two days' roue. 




CopynghL The RnanoBJ nnes Untied 1996. *FT Gota tens Indee* Is a tradamart. of The 
FfaoncteJ Times Umax). Rgures in brackets show runber of ccwipatifes. Bests US Dates. 
Base VatettC 100080 31/12/92. | Sard. 


■ TMRSE MONTH EUBOHOUAB (IMM) Sim pants of 10096 


LONDON RECENT ISSUES: EQUITIES 

Mta Close 

cap 1896 
CEm.l Hfgh Low Stock 


Issue Amt 
price part 
p up 


price 

P 


+/- 


§ 

F.P. 

3*2 

85*2 

§135 

F.P. 

47.1 

162*2 

- 

FX. 

27X 

90*2 

150 

F.P. 

28.5 

188*2 

§146 

F7>. 

37.0 

248 

§ 

F.P 

118 

316 

§80 

FJ>. 

2*3 

92*2 

■ 

F.P. 

203X 

£42*2 

100 

F.P. 

106.5 

113*2 

§12.5 

F.P. 

1.83 

15* 

§ 

FP. 

- 

127 

• 

F P. 

1X74 

429 

§ 

FP. 

55X 

177 

§140 

F.P. 

333 

190*2 

• 

F.P. 

42S 

130*2 

§10 

FJ>. 

42C 

12l» 

- 

F.P. 

1.056 

o«a 

§154 

F.P. 

1R£ 

211*2 

66 

FJ». 

13.1 

106 

§65 

FA 

11X 

70*2 

- 

FA. 

670 

139*2 

170 

FA. 

1X30 

177 

§250 

FA. 

195X 

302 

§ 

FP. 

109.9 

B2 

§ 

FA. 

9X4 

7* 


66 fAHech 
152l z Charles Taylor 
7? l 2 Cruden Bay 
160*2 Dehron Sectm 
148 tS« Retal Sys 
310 tEraa^aMMng 


l 25W GT CMe Brawtti 
10612 tGeo titer Mad 
13'+ TGiDsvOTor Land 
111 >2 HartEtoneBfe 
373 Impanal Tobacco 


128 Lornond Unftwrtng 
IlL tMuraQotjp 


75 

181 »2 
B0 1 2 
16(flz 
17312 
31 2 1 2 
SOlj 
E25« 
1064j 
15\ 
120*2 
379 
167*2 
156*2 


+3 


-1 


83 -tPresorel 
67*2 fPofydoc 


No Co 


190+1*2 
12 J+ 

SS ■* 

84*2 
6^|z 
133*2 
171 +*2 


UC V MWd DM 

S3 IVtaory Cap 
6 >+ TWedaT 


58 

7*+ 


+3 


Net 

Dfv. 

Qra 

R/E 

dv. 

CO*. 

yld_ 

net 

IA2 

03 

3X 

SIX 

M2. 75 

2J9 

2.1 

152 

bW- 

- 

- 

2B.3 

wzao 

2X 

68 

76 

R3A 

38 

2.7 

12 2 

K02 

. 

2.1 

. 

aeoc 

- 

2.7 

- 

: 



232 

R4.0 

Z1 

18 

11j* 

R3.7 

2X 

2.7 

1B.4 

RWB5 

22 

27 

203 

0X9 

48 

IX 

107 



Open 

Sattpnce 

Change 

High 

Low 

EsL vd Open mt 

Dec 

94.39 

94.39 

♦O.01 

94.41 

94.38 

90.025 

478.912 

Mar 

94X2 

94.32 

- 

94.35 

94X1 

108.179 

377X31 

Jun 

94.19 

94.18 

- 

94X1 

94.17 

61.496 

279X45 


■ US TREASUHT BOLL FUTURES (IMM) Sim per 100% 


Dec 

94.96 

94.97 

+0.02 

94.97 

94.95 

300 

4.070 

Mb' 

94X7 

94X5 

_ 

94.88 

94.65 

19 

1.794 

Jun 

- 

94.69 

+0X1 

94.71 

- 

3 

1.307 


I Open Merest Bps. are tor previous day 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Rerun. 1996 

p up date High Low 


Stock 


Closing 
price p +or- 


100 hS 7/11 8*2 pm 8pm Cetab toll 

240 l>8 4/11 125pm 115pm Priam RaJ 

pm prenten. 


Bpm 

125pm 


iGtbie 

f Alleniative Invassnem Market. 3 Placing price. * Introduction. For a hd esqilafiarion of al 
other symbols please rater to The London Shoe Service notes. 



BASE LENDING RATES 


% 


% 


% 

Adam 8. Company 

5.75 

Cyp*ua PopUor Bart 5.75 

NatWeatuvneter 

X75 

ACod Irish Bank (GB) 

5.75 

Duncan Lawne 

5.75 

tetea Brothers 

5.75 

Med Tiuat Bank 

5.75 

Exeter Bart Larttad 

575 

Royei Bk of Scodand 

S75 

•Henry Anabache 

X75 

Financial & Gen Barth 7.00 

•Snger & Fnedtonder 5.75 

Bank of Banrta 

5.75 

•Robert Ffenfag & Co 5.75 

•Srrth 6 Wimsn Secs 5.75 

Banco Bfcao Vizcaya 

5.75 

GkDbank 

5.75 

Scottish Widows Bart 5.75 

Sank Of Cyprus 

5.75 

•Guinness Mahon 

5.75 

TS8 

575 

Bank of Ireland 

5.75 

Habib Bart AG Zbrch 5.75 

United Bank ol Kuwak 5.75 

Bank of Irate 

5.75 

aw lambrcg Bart 

5.75 

Unity Tiuat Bart Pte 

5.75 


S75 

Herftabia S Gen tw BK5.75 

WaoemTiutt 

5.75 

Barclays Bart 

5.75 

•HI Samuel 

5.75 

Wtatoway Irttew 

5.75 

BmBkot Mid East 

5.75 

C . Horn & Co 

575 

Yorkshire Bart 

575 

«3ro«m Sfatoy* Co Ltd 

5.75 

Hongkong & Shanghai £75 



CiBankNA 

5.75 

juten Hcxlge Bert 

5.75 

• Mamben of London 

Clydesdale Bart 

575 

•Leopold Jorapli ft Sore 5.75 

Investment Banking 

The Co-oporrtvo BankS-75 

UoydsBank 

5.75 

Assocraaon 


CouBsSCo 

5.75 

MdtandBart 

5.75 

- In admWstreeon 


CradkLyonrrts 

5.75 

■Wourn CredN Corp 

6.00 




REDEMPTION NOTICE 

Notice is hereby 
given that D.C. INN 
CORPORATION has 
elected to redeem 
SI, 562.400-00 of itsU.S. 
$3,906,000 10% Notes 
due October 31, 1998 (as 
amended, the "Notes"). 


The Notes will be 
redeemed on November 
30, 1996 at a redemption 
price of 100% of the 
principal amount thereof, 
together with interest 
accruing to the date of 
redemption, at the office 
of Cititmst (Bahamas) 
Limited, the Fiscal and 
Paying Agent, in the 
Citibank Boil ding, 
Thompson Boulevard, 
Nassau. The Bahamas. 
Payment of the redemption 
price of the Notes will be 
made upon presentation 
and surrender of the Notes 
to be redeemed together 
with all appurtenant 
coupons maturing 
subsequent to November 
30, 1996 at the aforesaid 
office. Interest on the 
Notes will cease to accrue 
on or after November 30, 
1996. All interest accrued 
to November 30. 1996 
will be paid at the 
aforesaid office on or after 
the aforesaid date upon 
presentation and surrender 
of the Notes. 


CITITRUST (BAHAMAS) 
LIMITED on behalf of 
D.C. INN 
CORPORATION 



Advanced Plant Pharmaceuticals, Inc. 
Announces 100% Stock Dividend 

New York. NY - OcL 21, 1996 - Advanced Plant Pharmaceuticals. Inc. (OTCBB: 
APPI). announced today that the Company will pay a one-for-one dividend of 
common stock to shareholders. The record date for dividend payment will be 
Friday. November 15, 1996. 

APPI is the first and only company ever to receive an IND (investigational new drug) 
status from the FDA on a plant pharmaceutical. Presently. ABAVCA, the APPI drug 
for AIDS, is currently beginning Phase l-ll studies in human clinical trials for AIDS. 
APPI Is a pioneer in the plant pharmaceutical market for the treatment of AIDS. APPf 
is also developing whole plant drugs for leukemia and general cancers. 

APPI recently signed an exclusive licensing and distribution agreement with Ehrlich 
Industries of New York to market its cholesterol-reducing product, LoChol. to health- 
conscious buyers internationally. Mr. Leo Ehrlich, of Ehrlich Industries, said that he 
expects to see significant earnings for APPI from the sale of this product by 
mid-1997. 

For further information, please contact Advanced Plant Pharmaceuticals in New York 
at 21 2-964-5863(telephone) or 212-964-6362(fax). 
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SUN LIFE GLOBAL PORTFOLIO (SICAV) 

Registered Office: 14. nse Aldrtogeo. L aw to ourg 
R.C. LtraembntiTg B2752 6 

DIVIDEND LUXEMBOURG 

The board of Directors smoonee dial a ifivideod bas been declared on each at the 
below marooned portfolios » the rase pa share winch will be paid on 1 1th November 
1996 la tbc respective Shareholder* of those ponfollot os recorded ai die ckMC 
twsioess on 30th Sepmnber 1996. 

187p (UK) per share for Haven Portfolio 
2JT7p iUKi per share for Disritaaion Portfolio 

The Board of Directors 30th Se ptember 1996 
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The Financial Times plans to publish a Survey on 

Swiss Industry 
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For further information please contact 
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Despite difficulties on the domestic front, the 
country’s standing in international affairs has 
jrar^ly been higher, writes Peter Norman 

Resistance to change 
clouds Kohl vision 
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Gerinaaiyisgoiiig through 
one of : Its most testing peri- 
ods since the second world 
^wer. -. • 

■ .High unemployment, 
affecting: 3.85m people, or 
jtist over 10 per cent of the 
workftis; population, bears 
witness to. the difficulty of 
■adapting .to globalisation and 
Jcoiplhg whb the aftermath of 
fwmrfl nation six years ago. 

: Th? country’s tradition of 
settUpg disputes by consen- 
sus ib under strain. 

: jltis doubtful whether Hel- 
mut Kohl, who in 10 days 
time will become the federal 
republic's longest serving 
chanc ellor, will achieve his 
goal of halving the nation’s 
jobless total to around 2 m by 
the .end of the century. Nor 
is it certain that Germany 
win be fit enough to meet in 
foil .the Maastricht criteria 
for European economic »n<* 
monetary union in 1997, the 
year that will determine 
whether and with which 
countries Emu starts on Jan- 
uary 1, 1999. 

Despite domestic difficul- 
ties, however, Germany's 
Influence abroad has rarely 
been higher. With France 
kicked in step, Mir Kohl is 
pushing ahead with efforts 
to forge a more united 
Europe. Under ' Mr: Kohl's 
leadership, Bonn is showing 
greater confidence in foreign - 
policy, notably in its role as 
advocate In the west for Rus- 
sia, Ukraine and the former 
communist countries of east- 
ern and central Europe. 

Germany’s higher profile 
abroad and problems at 
home are two sides of the 
same coin. Reunification and 
the collapse of communism 
have allowed the country to 
play an intemational role 


more in keeping with its 
position as the European 
Union's largest economy and 
most populous nation. With 
a time lag, the same forces 
have heaped huge burdens 
on Germany’s public 
finances and exposed its 
industry to increased inter- 
national competition, 
emphasising the necessity 
for Change. 

Bonn was slow to grasp 
the need for change in spite 
of economic stagnation and 
sharply rising unemploy- 
ment in the second haw of 
1995. Although the govern- 
ment first outlined a 50-point 
programme of mainly supply 
side reforms to make the 
economy more competitive 
in January, it was not until 
April, after important state 
elections were over, that its 
“programme for more 
growth and employment’’ 
was finalised. 

The programme aims to 
cnt the share of public 
spending in the economy 
from 50 per cent to 46 per 
cent by the end of the cen- 
tury in order to create 
greater scope for private 
enterprise. It seeks to trim 
Germany's luxuriant welfare 
state so as to cut non-wage 
labour costs to 40 per cent of 
gross wages by 2000 and 
thereby reduce disincentives 
to employment. Plans for 
deregulation, privatisation 
and tax reform would all 
give a supply side boost to 
the economy and build on its 
underlying strengths. These 
are considerable, as shown 
by the return of expart-led 
growth in recent months, 
despite high labour costs 
and fears that Germany may 
have been too slow to 
embrace advanced sectors 


such as biotechnology and 
information technology. 

But implementing the pro- 
gramme is proving difficult. 
Much legislation gets 
blocked in parliament, 
because the Bundestag, the 
lower house, and the fitind- 
esrat, the second chamber 
representing the federal 
states, are controlled individ- 
ually by different political 
groupings. Mr Kohl’s coali- 
tion of Christian parties and 
the liberal Free Democrats 
has a slender majority in the 
Bundestag while Social Dem- 
ocrat-controlled state gov- 
ernments have a majority in 
the Bundes rat. 

The government has man- 
aged to secure approval for 
parts of the programme 
against entrenched SPD-led 
opposition. A psychologi- 
cally important piece of 
deregulation became law in 
summer when parliament 
modified 30-year-old legisla- 
tion and approved a modest 
relaxation of Germany's 
restrictive shopping hours. 
Its biggest triumph came in 
mid-September when all 341 
coalition MPs voted to cut 
sick pay, raise the retire- 
ment age for women and 
reduce job security for work- 
ers in small companies, so 
reversing Bundesrat vetoes. 

But this success quickly 
gave way to a politically 
costly dispute between 
employers and trade unions 
in the metal industry when 
some companies, led by the 
Daimler-Benz transport 
equipment group, sought to 
override existing labour con- 
tracts and implement with- 
out delay the new law cut- 
ting sick pay to 80 per cent 
of income from the previous 
100 per cent leveL 
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Demonstrators against government cuts in pubic spending in June (top left}; the Transrapid, which floats In a magnetic field. Is planned for ttw future (bottom left]; the 
Reichstag, which is being refurbished for the German parfiament in Berfin (top right}; Germany celebrates victory In the Eimpean Nations soccer championship 


First round in the sick pay 
dispute has gone to the 
unions, after strikes centred 
on Daimler-Benz's Bremen 
works forced the employers 
to back down earlier this 
month. The episode illus- 
trated the difficulty of imple- 
menting change in Germany 
against determined union 
resistance. 

The employers' action 
came as a shock to Mr Kohl. 
His vision of change 
includes a role for the 
unions alongside employers 
and the government Under 
his leadership. Germany is 
trying to adapt to globalisa- 
tion while holding on as far 
as possible to the institu- 
tions - such as the “pay as 
you go" state pension sys- 
tem and industry-wide col- 
lective bargaining - that 
served western Germany 
well after the second world 
war. 

This means that the gov- 
ernment's programme, with 
its goal of lopping DMTDbn 
off public spending next year 
alone, appears bold. But the 
political drive behind ft is 
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far from radical. 

This paradox is inevitable. 
Mr Kohl has remained as 
chancellor far mare than 14 
years because of the political 
appeal of his “social market” 
philosophy and a generous 
welfare state. He also wants 
his government to win the 
next German general elec- 
tion in autumn 1998. 

His life is being made diffi- 
cult by the far-reaching 
structural changes produced 
by the globalised world econ- 
omy. These include the 
weakening of trade unions 
and employers’ groups. 

The takeover of eastern 
Germany six years ago kept 
globalisation at bay for a 
while. The boom fostered by 
the economic, monetary and 
social union of eastern and 
western Germany provided a 
temporary shield for German 
companies from the growing 
competitive pressures expe- 
rienced elsewhere. 

Now, however, more and 
more companies are turning 
away from corporatism and 
setting their own pay and 
conditions or simply voting 


with their wallets and 
investing in lower cost coun- 
tries abroad. The motor 
industry is a case in point, 
with Volkswagen established 
in the Czech Republic 
through its Skoda subsid- 
iary, BMW ploughing invest- 
ment into its Rover subsid- 
iary in the UK, and Opel 
building a plant in Poland. 

In eastern Germany, 
where one in four of the 
labour force has no proper 
job, local union officials 
have colluded with compa- 
nies in adopting more flexi- 
ble working practices simply 
to survive. The erosion of 
area-wide collective bargain- 
ing is a development viewed 
with concern by Chancellor 
Kohl, who went out of his 
way to praise the system last 
month in parliament 

But the combination of 
global competitive pressures 
and the uneven progress of 
reform mean Mr Kohl may 
have to face more unpleas- 
ant policy choices in the 
future. 

It is already clear that 
non-wage labour costs will 


rise instead of tall next year. 
Theo Waigel, the finance 
minister, has admitted that 
the federal government’s pri- 
vatisation proceeds this year 
will fall far short of the 
DM9bn planned in the 1996 
budget. Federal revenue 
forecasts far 1997 are in dis- 
array because government 
and opposition were unable 
last week to reach a consen- 
sus on tax changes to take 
effect at the beginning of 
next year. In consequence, 
further welfare cuts and a 
restructuring of the pension 
system are in prospect, as is 
more trench warfare in par- 
liament until the next elec- 
tion. 

Last year’s FT survey of 
Germany concluded that the 
country was capable of 
change but the big question 
was “whether change will be 
quick or extensive enough to 
maintain the country’s posi- 
tion in an increasingly tough 
world”. 

Twelve gruelling months 
later, the question Is the 
same and the answer just as 
uncertain. 
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We re focused on the 
fundamentals, VIAG. 


VIAC: 84,000 employees, business turnover 
of DM 42 billion in 1995, one of the 30 blue 
chip stocks which make up the DAX index, 
and a respected name in four core industries 
— energy, packaging, chemicals and logistics. 

VIAG's strength lies in the group’s manage- 
ment of stable assets in energy while maintain- 
ing holdings in the more cyclical, high-retum 
businesses of chemicals and packaging. Our 
international logistics division is pursuing long- 
term opportunities stemming from increased 
business giobaiization. What’s more, VIAG 

has established a foundation in Germany's 


expanding telecommunications industry, and 
we are well positioned to take advantage 
of the outstanding potential for growth in 
this field. 


For more information, please contact 
VIAG Aktiengesellschaft 
Nymphen burger Strasse 37 
D- 80335 Munich 
Telephone 49-89-1254-4489 
http://www.viag.com 
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Global banking made in Germany. 


Aktiengesellschaft 


The world is shrinking. Whereas 
your scope is growing. Theoreti- 
cally. And practically? 

Whenever you wish to make 
more then just a small move, 
indude the WestLB in your 
plans. We appreciate global 
thinking and, as one of Europe's 
leading banks, we have both the 
experience and the potential to 
achieve even exceptional goals 
— with you. Established as a 
German wholesale bank, we 


offer you all services from one 
source, made to measure, reli- 
able and, if you like, worldwide. 

After all. what could be dosar 
to your wishes than a bank with 
a perspective as broad as your 
own? 

Are you looking for a partner 
near you? Simply cell our auto- 
matic fax service in Germany on 
(+49} 21 1 9 44 83 70 to request 
a list of our worldwide network 
straight away. 


WestLB 
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The economy: by Peter Norman 


Gearing up for Emu in 1999 


The uncertain state 
of the economy has 
increased pressure 
on finance minister 
Theo Waigel 

Doing better but not yet well 
enough sums up the state of 
Germany's economy as the 
Bonn government gears up 
to Qualify for economic and 
monetary union on January 
1, 1999 and to meet a self 
imposed challenge of halving 
unemployment to around 2m 
by the end of the century. 

Germany bas been exper- 
iencing a recovery in the 
business cycle after gross 
domestic product stagnated 
in the second half of last 
year and contracted in the 
first quarter of 1996. 

But the welcome news of a 
1.5 per cent seasonal ly-ad - 
justed rise in second-quarter 
GDP. and the continuing 
growth of industrial produc- 
tion in July and August, has 
so far bad no discernible 
impact on the labour mar- 
ket. Unemployment affects 
3.&5m, or Just over 10 per 
cent of the working popula- 
tion. while in eastern Ger- 
many the official jobless rate 
is around 15 per cent and 
one in four of the workforce 
has no proper employment. 
Although the Bonn econom- 
ics ministry has been quick 
to proclaim an end to Ger- 
many’s “growth pause”, the 
Bundesbank in Frankfurt 
has been more cautious, 
pointing to weakness in tbe 
construction sector, sluggish 
business investment, and 
unresolved structural prob- 
lems. 

The uncertain state of the 
economy has increased the 

pressure on Tbeo Waigel, 
Germany's finan ce minister 
and leader of the Bavarian 
Christian Social Union, tbe 
sister party of Chancellor 
Helmut Kohl's CDU. A force- 
fill personality. Mr Waigel is 
now the second longest serv- 
ing finance minister in the 
history of the federal repub- 
lic. 

He carries the main 
responsibility for ensuring 
that Germany meets the 
Maastricht Treaty criteria 
for Emu next year and 
brings the government defi- 
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cit below the limit of 3 per 
cent of GDP. 

His task is not to be under- 
estimated. Last year’s deficit 
was an unexpectedly high 
3.5 per cent of GDP. while 
for this year the Bundesbank 
has warned that it could be 
as high as 4 per cent. To 
meet the Maastricht deficit 
criterion, Mr Waigel bas put 
forward a draft federal bud- 
get that envisages a 2.5 per 
cent drop in spending to 
DM440bn next year. But he 
will also have to ensure that 
Germany’s federal states, or 
Lander, its local authorities 
and the statutory social 
security funds, which sup- 
port the unemployed, tbe 
sick and the old. join in the 
austerity drive. 

Mr Waigel is pursuing 
what he terms a symmetri- 
cal finance policy. The medi- 


um-term objective is to bring 
government involvement in 
the economy by 2000 back to 
the level obtained before uni- 
fication in 1990. This means 
cutting public spending to 46 
per cent of GDP by the end 
of the century from around 
50 per cent, with the twin 
aims of reducing the deficit 
and cutting taxes. According 
to his plans. Germany’s defi- 
cit will fall to 2.5 per cent of 
GDP next year and so be 
well within the Maastricht 
norm. However, it is uncer- 
tain whether the country 
will be able to hold its over- 
all government debt below 
the 60 per cent of GDP speci- 
fied in the treaty. 

Mr Waigel ’s policies suf- 
fered a serious setback on 
the tax front last week. He 
was unable to reach agree- 
ment with the opposition 


Social Democrat party on 
important elements of a 1997 
tax bill with the result that 
it is unclear whether a long- 
planned reform of business 
tavntinn will take place on 
schedule next January. 

Facing an inevitable defeat 
at the hands of the SPD in 
the Bundesrat, the second 
chamber of parliament that 
represents the states, Mr 
Waigel had to abandon plans 
to postpone an increase in 
childrens’ allowances for a 
year. 

In return, he abandoned 
negotiations with the SPD to 
restructure wealth tax and 
has instead allowed this to 
fall into abeyance in line 
with a constitutional court 
ruling. These moves will 
cost the federal government 
DM3.5bn and tbe federal 
states DM11.3bn. 

Looking ahead, the gov- 
ernment plans a vote-catch- 
ing reform of the income tax 
system for introduction in 
January 1999. The aim is to 
make the system simpler 
and fairer by lowering the 
top tax rate from 53 per cent 
to about 35 per cent and cut- 
ting the initial rate of 
income tax to below 20 per 
cent from 25.9 per cent- This 
would cost between DMSObn 
and DM9Qbn, which would 
be partly offset by abolishing 
tax privileges and exemp- 
tions to leave a net tax 
reduction of between 
DM20bn and DM30bn. 

Again, a difficult progress 
through parliament is in 
prospect. Fuller details of 
the proposed measures will 
be announced towards the 
end of tbe year. 

But the SPD has already 
made clear that it will 
oppose any moves to 
broaden the tax base by tax 
ing overtime, unemployment 
pay and pensions. 

Tax reform is a critical 
part of the government’s 
programme to make the 
economy more flexible and 
capable of faster growth. 
Other aspects, including 
reduced sick pay and an eas- 
ing of job protection in small 
companies, cleared their last 
legislative hurdle last 
month. 

However, Germany still 
has much to do. It will be 
many years before economic 


Bright ideas have always been 
the richest natural asset of our home state. 
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L-Banfc is the development agency of Baden-Wflruemtoerg, 
one of Germany's most productive federal slates. 


Rich oil and natural gas deposits 
are something that Nature neglecied 
to locate under the fertile soil of 
Baden-Warttemberg. As if to compen- 
sate, the slate has enjoyed more 
than its share of brilliant minds.Take 
Einstein - yes, he was born in Baden- 
Wuriiemberg - or Daimler or Benz, 
for example.Thanks not feast to the 
ingenuity of its residents, the state 


for which L-Bank is also development 
agency has long boasted one of the 
most powerful regional economies in 
Europe. L-Bank ’s role is to help 
Baden-WGrUemberg to deploy its public 
assistance programs. These center on 
infrastructural improvements, cor- 
porate subsidies, residential develop- 
ment programs and assistance for 
agriculture.Together, the state and its 


bank are helping to bring new ideas 
to light - lighting the way to even 
brighter perspectives for the future. 
L-Bank, Schlossplatz 10/12. 

D-76113 Karlsruhe, Germany. 
Telephone INT 721/150-0. 

I L-BANK 

LanfieskredilbankBacteo-WQrtterr*efg 


growth in eastern Germany 
is self-sustaining, and still 
more before productivity and 
living standards have caught 
Op with the west Germany’s 
energy sector has still to be 
deregulated. State subsidies 
to industry are excessive. 
Privatisation plans are lag- 
ging behind schedule. Non- 
wage labour costs, already 
among the highest In the 
world, are set to rise further 
next year in the wake of 
higher social security contri- 
butions. 

Weak inward investment 
shows how Germany has 
slipped down the world 
rankings as a business loca- 
tion in the age of globalisa- 
tion. 

But the past year has also 
highlighted some of the 
nation’s strengths. Exports 
have picked up since the 
beginning of the year, aided 
by growth in other industria- 
lised countries, a softening 
of the D-Mark against lead- 
ing competitor currencies, 
and moderate wage 
increases of below 2 per 
cent. 

Inflat ion is low at 1.4 per 
cent. Monetary policy offers 
no barriers to growth: in 
August, the Bundesbank cut 
the securities repurchase 
(repo) rate, which deter- 
mines short-term money 
market rates, from &3 per 
cent to a new low of 3 per 
cent. 

Forecasts of economic 
growth this year have been 
creeping upwards. Shortly 



Tbeo WaSgeb pursuing what he terms a symmetrical finance policy 


after the ftnnn government 
upgraded its 1996 forecast to 
1 per cent from 0.75 per cent 
last month, the International 
Monetary Fund predicted 
growth of 1.3 per cent. 
Expectations for 1997 centre 
on growth of about 2.5 per 
cent. 

Such g row th rates will not 
be strong enough to have a 
significant Impact on unem 
ployment. But every little bit 
helps when it comes to meet- 
ing the Maas tricht criteria. 
The finance ministry rule of 
thumb is that every 1 per 
cent extra of real growth 
knocks a half percentage 
point off the government def- 
icit 

While officials from Chan- 
cellor Kohl down will agree 
that halving employment is 
an “ambitious target”, all 
insist that Germany is on 
course for Emu in 1999. 


Germany: the IMP* latest forecast 
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Banking • by Andrew Fisher 


Reorganisation in the wind 


Allianz group is 
likely to play a 
key role in any 
restructuring 
of the sector 

A shuffling- of the cards has 
begun among German 
banks, but the game has yet 
to begin. As yet. no one 
knows when it will start or 
bow long it will last. The 
players are warily sizing up 
each other. 

Ever since Deutsche Bank 
stunned the financial world 
with the news that it held 
just over 5 per cent of the 
smaller Bayerische Vere ms- 
bank. speculation about who 
might link up with whom 
has been rife. 

This bolt from the blue 
came in the summer, but 
had been preceded by inter- 
nal manoeuvrings among 
Swiss banks which had 
already raised the antennae 
of those looking for change 
in Germany. 

With big banks striving to 
cut high costs and compet- 
ing hard for customers, 
restructuring looks inevita- 
ble. The big Frankfort and 
Munich-based banks are 
reorganising vigorously to 
improve service and auto- 
mate more transactions. 

The approach of European 
monetary union (Emu), due 
in 1999, has also concen- 
trated bankers’ minds. A sin- 
gle currency (Euro) will 
change the banking environ- 
ment markedly, bringing 
greater opportunities for 
banks big enough to take 
advantage of pan-European 
markets. 

Hilmar Kopper, Deutsche 
Bank's chairman, describes 
the introduction of the euro 
as “the greatest challenge 
facing the banking commu- 
nity". ft would “produce one 
large, liquid European finan- 
cial market which will pro- 
vide companies with cheap 
financing and Investors with 
attractive investment oppor- 
tunities”. 

But while Emu will 
change banks' operating 
environment, they are 
already striving to squeeze 
more profit out of their busi- 
nesses. Shareholder value is 
constantly on the lips of Ger- 
man bankers, keen to lift 
their returns on equity. 

Mergers would be one way 
of doing this, though exploit- 
ing synergies would require 
a more radical approach to 
restructuring and job cuts 
than German banks have yet 
shown. 

It is hard for individual 
banks to gain market share, 
since around 75 per cent of 
the retail and corporate mar- 
ket is held by the myriad 
savings, co-operative and 
other regional banks. The 
top five commercial banks 
only have around 12 per 
cent. 

It is hardly surprising, 
therefore, that Deutsche 
Bank’s move set off a flurry 
of speculation. Mr Kopper 
admitted that the Vere ins- 
bank stake was taken to give 
it a seat at the negotiating 
table, should any other 
banks think about moving 
in. 

Most analysts certainly 


F&R, 

• i;, 

As,/? 



H3mar Kopper: introduction of the Euro wfll be a great challenge 

Who owns what 


Dresdner 

Bank 


Deutsche 

Sank 


10 % 


22 % 


5% i 



ip% 5 





1 





• ' ’10% 


■ / . - 


■i.. 

•f.v 

t 

: l ■ 
l- 


Hypo-Bank 


6% 


believe Deutsche Bank's 
stake in Vere ins bank has 
opened up the prospect of 
significant ownership 
changes among German 
banks. 

Tbe stock market agrees. 
Ever since Germany's big- 
gest bank announced its 
holding in Vereinsbank 
(fourth biggest in profit 
terms), previously lethargic 
bank shares have shot ahead 
and rumours have been rife. 

A key role in any restruct- 
uring will be played by Alli- 
anz, the insurance group, 
which owns stakes of just 
over 20 per cent in Dresdner 
Bank (number two in Ger- 
many) and Bayerische 
Hypotheken-und Wechsel- 
Bank (number five). It also 
has smaller holdings in BHF- 
Bank and IKB Industrie Kre- 
ditbank. BHF. a medium- 
sized bank which concen- 
trates on merchant banking 
business, is also regarded as 
a candidate for takeover, 
possibly from a big Swiss 
bank- 

Henning Schulte-Noelle. 
Allianz’s chairman, believes 
that “the German banking 
landscape will undergo con- 
siderable changes". He sin- 
gles out Allianz’s stakes in 
Dresdner and Hypo-Bank as 
having a “certain strategic 
interest" through co-opera- 
tion deals on insurance 
sales. But these holdings 
have been the subject of 
speculation for a different, 
though equally strategic, 
reason. 

A merger between Frank- 
furt-based Dresdner and 
Munich-based Hypo-Bank 
would give the former a big- 
ger share of the prosperous 
Bavarian market and a 
stronger position in the low- 
margin, but steadily profit- 
able. mortgage business. The 


same would apply to Deut- 
sche Bank and Vereinsbank. 

Jurgen Sarrazin, Dresd- 
ner’s chairman, denies that 
talks are taking place with 
Hypo-Bank, and says Allianz 
has not put on any pressure. 
Yet such a combination is 
regarded as among the most 
likely in any restructuring 
wave. 

Some analysts believe 
Dresdner . wants to work 
closely with Allianz in set- 
ting up a deal rather than 
playing: a passive role. Since 
Allianz also wants to 
improve its return on equity, 
a Dresdner-Hypo-Bank link 
would have the benefit of 
enhancing the. low earning * 
performance of its bank 
holdings. 

Also widely rumoured has 
been an amalgamation 
between Commerzbank - the 
third biggest of the Frank- 
furt banks - and Vereins- 
bank. 

This has been' dismissed 
by both sides, but reflects 
the fact they are of similar 






Henning Sehutte-NoeKe: ■ 
forecasts considerable changes 


size, with shares widely 
spread in the market, and 
have had problems breaking 
into the costly international 
businesses of investment 
banking and asset manage- 
ment. 

Both Deutsche Bank and 
Dresdner Bank, through 
their purchases of Morgan 
Grenfell and Kleinwort Ben- 
son in the UK. have made 
clear their ambition of 
becoming global operators in 
the highly profitable, though 
volatile, investment banking 
world. 

Commerzbank, however, 
failed to buy Smith New 
Court, the big UK broking 
firm that went to Merrill 
Lynch of the US last year. 
Vereinsbank attempted to 
' spread its wings in asset 
management by buying 
Oppenhehner, the US broker- 
age, investment bank and 
fund manager, but fell at 
regulatory hurdles. . . 

A merger could give both 
added strength, with the 
attraction for Vereinsbank of 
joining with a roughly equal 
partner, instead of being 
absorbed by the powerful 
Deutsche Bank. Alterna- 
tively. a big foreign bank 
could be interested in 
Vereinsbank or Commerz- 
bank. ' 

Since French hanks have 
their own problems, and UK 
• and US banks are - not 
thought to be interested in 
the over-hanked German 
market, that leaves only the , 
Dutch and Swiss institu- 
tions. ‘ ... 

Yet the prospect of Union 
Bank of Switzerland, Credit 
Suisse or ABN Amro casting 
covetous eyes on the. big 
German market is- not one 
that bankers in Germany rel- 
ish. 

Nor is it certain that any 
of these banks is contemplat- 
ing such a move, which 
would be expensive. Vereins- 
bank toid . Commerzbank 
each have, a market capital- 
isation of more than 
DMl3bn. about one-third of 
Deutsche Bank’s. 

What is clear is that preda- 
tory moves would not work, 
and not just because the bid- 
der would have to pay a high 
premium to win over reluc- 
tant shareholders. Hostile 
bids are virtually unkn own 
in consensus-minded Ger- 
many. 

Yet even ah agreed 
takeover could rekindle the 
debate about Macht der 
Banken (power of the 
banks). At a time when 
banks are making big 
profits, it would be hard to.' 
claim that mergers are vital 
to achieve much-needed 
savings 

A softly-softly approach, 
though, would' run the 
danger of making cost 
savings too little and too 
late. Bids could also' run up 
against competition law 
objections. But these could 
probably be overcome, since * 
big banks’ market share is 
small : 

"Even if. the! two largest 
German . banks were- - to 
merge., their . combined 
market share would not 
- match that of. the biggest' 

" banks in ■ other, major 
European countries,” notes 
Mr Kopper. 




V 




av-oc-t, 



mm 


•*> 



:*K. 




tie \ 



> 


I^ANid^TtMES 

V- 7i:T 


MONDAY OCTOBER 2 1 1996 




-speaking man witli a mission 


Roman . Herzog, - Germany's 
seventh president. Is a man with 
a mission.' In a society of rooted 
habits where red tape abounds 
anA where people trad to look to 
the state to Solve .their problems, 
hels acq iaggnfc of change; 

■■ Since jakmgbffice in July 1994, 
be has rosed his position as head 
of statawifh no executive powers 
to wiaW great and growing influ- 
ence- Keeping up a punishing 
schedule of speeches and public 
aj5*M3anMs,'.he -is 'making his fel- 
low citizens 'face up to the chal- 
lenge of globalisation, the unfin- 
ished business of unification and 

-their future In an increasingly 
integrated Europe. 

Through bis powers “to warn, 
admonish and encourage, the 
three concepts that I have in 
mind each day”, the 62-year-old 
president has urged changes in 
many areas of German life, 
Including the universities, pen- 
sions, the tax system, the financ- 
ing of the federal states, corpo- 
rate governance and the 
exploitation of scientific 
research. In an interview in 
Schloss Bellevue, his elegantly 
understated official Berlin resi- 
dence, he told the FT that his job 
was “to point out the real prob- 
lems that lurk behind those grab- 
bing the headlines. That is the 
role that I play from the first to 
the last day". 

His five-year term began in dif- 
ficult circumstances after 
protracted party political wran- 
gling. Although he was president 
of the constitutional court, be 
was not a well-known figure. Nor 
was he the first nominee put for- 
ward by the ruling coalition. He 
also had to follow the patrician 
Richard von Weizs&cker, who 
bad elevated the presidency to a 
position of high moral authority. 

The two men are very different. 
A lilting Bavarian accent is a 
reminder of President Herzog’s 
far from aristocratic roots. He 
grew up in Landshut, north-east 
of Munich, the son of a museum 
director. Repeated references to 
the “different tribes of Germany” 
bear witness to a strong commit- 
ment to Europe's regions and his 
own regional origins. The preci- 
sian with which he answers ques- 
tions and a willingness to look at 
the big picture hi g hli g ht qualifies 
polished in academia, politics (he 
twice held ministerial office in 
Baden WUrttemberg) and the 
constitutional court 

His plain spaa king and his abil- 
ity to deliver often unpleasant 
messages with a warm humanity 
and underlying optimism have 
struck a chord in the German 
people. A recent public opinion 
poll by the Infas Institute found 
that he enjoyed high approval 
ratings of around 70 per cent for 
his competence, bis ability to 
generate trust and as a represen- 
tative of Germany abroad. Appro- 
priately enough for someone who 
at the age of 13 taught his lather 
Latin, no less than 85 per cent of 
people praised the president for 
his erudition. 

But there is a lighter side to 
President Herzog. He finds his 
job is a lot of fan. He is quick to 
chuckle and enjoys his free time. 
Because of a bureaucratic slip-up, 

. M he dropped out of school for more 
' ® than a year at the end of the 
, . second world war. Perhaps 
because of this, he would like 


In a punishing schedule of speeches and public appearances, Roman Herzog is making his fellow 
citizens face up to the challenge of globalisation, the unfinished business of unification and their 
future in an increasingly integrated Europe. Peter Norman and Frederick Stiidemann 
interviewed the German president in Schloss Bellevue, his Berlin residence 
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‘Germany’s problems can be counted on the fingers of one hand ... It will take time for eastern and western Germany to come together . . . Europe must be extended as far eastwards as is 



Germany to be “less uptight". 

“I believe that a rather more 
relaxed approach to life stimu- 
lates more creativity and imagi- 
nation than an approach geared 
more to effort. One thinks more. 
One can weigh better whether 
problems are as big as they 
appear.” 

In the course of an hour we 
asked him about his job, his 
vision of Germany in the global- 
ised economy, the role of the 
nation state and his view of 
Europe. Germany’s problems, he 
said, can be counted “on the fin- 
gers of one hand”. 

“We talk too much about new 
products and new technologies. 
Obviously each new product 
brings new problems but our atti- 
tude is to look only at the prob- 
lems and not at the opportunities 
or the dangers that arise if we do 
not keep pace with a new devel- 
opment. 

*121 recent decades many things 
have been developed in Germany 
but not produced in Germany or 
exported from Germany. Put sim- 
ply, the top management in 
many companies has lacked 
imagination and an awareness of 
problems. 

“There is a reluctance to regis- 
ter patents. 

“Fourth is the question of red 
tape. Too much has to be 
approved. Approval procedures 
last too long and are too cau- 
tious. 

“That hangs together with a 
fifth point which is the public's 
attitude and the attitude of our 
media. If a public authority acts 
quickly and it turns out to have 
made a mistake, the criticism is 
like a tornado.” 

It was a characteristically 
punchy opening with swipes at 
business, bureaucracy and the 
media. But what if anything 


could he do about it? 

"The German federal president 
has no powers to take decisions. 
But if someone like the president 
raises questions in public and 
keeps on raising these questions, 
then more and more people ask 
the same questions. I have been 
doing this for two years and I can 
see the first successes. 

"Two years ago l pointed out 
that our tax system was in 
urgent need of reform. There was 
much excitement Important fig- 
ures questioned whether I hadn't 
exceeded my competence. Mean- 
while, there is general recogni- 
tion of the need for a simpler tax 
system and there are the first 
concrete proposals.” 

It is not just on taxes - an area 
of personal expertise - that Presi- 
dent Herzog is prepared to run 
ahead of the government. His 
views on the dire state of Ger- 
man university education and 
the need for better relations with 
the Czech Republic have been 
radical compared with those of 
the Bonn coalition. 

“My main watchword is not to 
pursue my own policy in relation 
to the government and parlia- 
ment But there is the possibility 
of going one step out in front 
where something has jammed or 
where in negotiations between 
two sides things appear to be get- 
ting more difficult than they are 
in reality." 

Does this affect relations with 
Chancellor Helmut Kohl, who as 
prime minister of Rhineland 
Palatinate brought a young Pro- 
fessor Herzog into government 
and politics in 1972? The answer 
is diplomatic. “We understand 
each other very well as human 
beings. Some people say we look 
similar. Some say our mentalities 
are very s imil ar, which may have 
something to do with our both 


Short biography 

1934 Bom on April 5 in 
Landshut, Bavaria. 

1958 Marries Christiana Krauss 
1966 Professor of constitutional 
law and politics at the Free 
University, Berlin. 

1970 Joins Christian Democratic 
Union (CDU). 

1971 Rector of the College of 
Public Administration, Speyer. 
1973 Chief representative of 
state of Rhineland Palatinate in 
Bonn. 

1978 Education minister in 
Baden-WOrttemberg 
1980 Interior minister in 
Baden-Wbrttemberg. 

1983 Deputy President, 
Constitutional Court, Karlsruhe. 
1987 President, Constitutional 
Court. 

1994 President of Germany. 


being south Germans. But there 
is a certain distance that has to 
do with my office. That was so 
when I was president of the con- 
stitutional court in Karlsruhe.” 

He laughs at the suggestion 
that the government might try to 
rein him in as the Autumn 1998 
general election approaches. “1 
made constitutionally sure of my 
independence long before I got 
this job when I was a constitu- 
tional lawyer 20 to 30 years ago." 
His determination to serve only 
one term of office, a decision 
which puzzles Germany's politi- 
cal class and vexes the media, 
gives him "the huge political 
advantage" of “complete indepen- 
dence”. 

So does he see himself as the 
conscience of the nation? “That 
may be. But conscience is a big 
word and I am not so fond of 
such big words. But at times you 
must appeal to people's con- 


sciences." 

He wants Germans to show a 
greater sense of individual 
responsibility. “We need more 
individual initiative in the 
future. That is not just because 
many aspects of our social wel- 
fare state cannot be financed. It 
is because of demographic fac- 
tors. If you have a society in 
which two thirds of the voters 
are relatively old. there remain 
few opportunities for young peo- 
ple to prove themselves and 
achieve successes if the state reg- 
ulates everything. 

“On the other hand, changes in 
the social welfare state have to 
be carried out with care. If you 
adopt a model of personal respon- 
sibility too abruptly, you run the 
risk that those people who have 
built their plans around the old 
system suddenly are left with 
nothing or less than they 
thought. You can't change a 
social system in the same way 
that you do a U-turn in the 
street. Instead you have to turn 
around slowly, like a big ship." 

It wifi take time. too. for east- 
ern and western Germany to 
come together. The eastern Ger- 
man economy has not progressed 
as far as he would have hoped. 
Psychologically, there are prob- 
lems. He has few worries about 
the elderly in the east who have 
relatively high pensions and "are 
pleased that they are free and 
can travel freely". With the tbe 
young, “there are hardly any dif- 
ferences between east and west”. 
Things are different with the 30 
to 60 year olds: “they are the 
ones that have not only had to 
carry the economic burdens but 
also the full burden of the change 
of attitudes and they are the ones 
that we must worry about most". 

But in talking about eastern 
Germany he underlines that 


“there have always been differ- 
ences between the Germans of 
different tribes and different 
regions. 

“There should be such differ- 
ences in the future. That is an 
aspect of the life of the German 
people. And one must cultivate 
the different tribes, with different 
characters and different interests 
- including their different rela- 
tionships in the middle of this 
continent with our nine neigh- 
bours on our borders.” 

This stress on regional identity 
sounds odd coming from a head 
of state. Does it indicate a cool- 
ness towards the idea of the 
nation state? 

“No that would be wrong. I 
have a realistic analysis of the 
nation and the nation state. 
Nations will exist as far as we 
can see ahead. We will have Brit- 
ons, Germans and French. We 
will also have nation states in 
which people of that nation live, 
certainly in the lifetimes of our 
children and children's children. 

"But it is pass6 to believe that 
we can solve the major problems 
of today with the nation state. I 
only need to mention the fight 
against drugs or the problem of 
immigration, while just think of 
the very different language we 
now use in economic affairs. Our 
grandparents spoke of national 
economy, and they meant the 
economies of the various nation 
states. Today the talk is of global- 
isation and the world economy. 
You can’t have a national cur- 
rency policy today. And think 
also of environmental policies: 
you can't have a national envi- 
ronment policy if acid rain comes 
over your borders. These are 
areas where it is no longer true 
that the nation state can solve all 
problems. I believe that nation 
states will continue. But some- 


thing else has to happen, too.” 

This brings us to Europe and 
the president's unstinting sup- 
port for greater European inte- 
gration. 

He rejects the idea that Ger- 
many Is seeking to dominate 
Europe. "The impulse to Maas- 
tricht came from the other Euro- 
pean capitals and their fears 
about what to do when this big 
block of 80m people reappeared. 
We knew that we could only 
unify wheu at the same time we 
gave full recognition to the value 
of European integration.” 

He speaks of a united Europe, 
but uses the German word “ver- 
einie " which means united in tbe 
sense of the United Nations 
rather than " verernigte " which is 
used in the case of the United 
Kingdom. "I really believe we 
need a united Europe to cope 
with those things that the nation 
state cannot handle. That’s not 
just an economic or a technologi- 
cal matter. We face huge chal- 
lenges. Think of the lbn Chinese, 
reverting to a sort of Confucian- 
ism. Think of tbe vitality of Hin- 
duism and of Islam. 

“I don’t say that the Europe we 
are building is a matter of enthu- 
siasm. We must consider soberly 
what is good. Practically every 
month. I tell the German people: 
look at the world, then see how 
small Europe is compared with 
the growing regions. We must 
work together if we want to 
maintain our style of life and our 
convictions. Also, Europe must 
be extended as far eastwards as 
is possible, provided those coun- 
tries want it and they fulfil the 
conditions for co-operation 
beneath the European roof. 

“I don't think we have a 
chance otherwise. I am not 
talking of wars or conquests. But 
simply about the challenge of 
economic blocks and equally 
about the challenge of new or 
resurgent ideological blocks 
which seem much younger than 
we Europeans with our enlight- 
ened liberalism. I don't want to 
lose this. We should make 
Europe united so that it can 
stand up for its own culture and 
style of life in tbe world." 

Time is getting short. He has a 
busy day ahead, including a cere- 
mony to hand out federal service 
crosses to people who have con- 
tributed to society. Among those 
being honoured are Christo, the 
Bulgarian artist, and Jeanne- 
Claude. his wife, who wrapped up 
the Reichstag in silvery -grey fab- 
ric last year. President Herzog 
thinks it is a sign that Germany 
is becoming a more relaxed place. 

“You couldn't have expected 
such a thing 20 years ago. Also 
look at how German unification 
day was celebrated in many cities 
this year - there was a party 
atmosphere." 

And is Germany changing 
enough in other ways? "Things 
begin slowly and start to acceler- 
ate. And wben the Germans 
decide to tackle something, then 
that is what they do.” 

His ambition is to leave office 
having prepared his country to 
be better able to cope with 
change and “with the message of 
the Angel in the field in Bethle- 
hem” nearly 2000 years ago: ‘Be 
not afraid'." 
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The Mittelstand: by Sheila Jones 


Backbone of the economy 


PROFILE 
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The Mittelstand 
companies 
account for half of 
the country’s 
industrial turnover 


In May 1930. a young 
German couple opened a 
small store in AmaJien- 
strasse, Munich, selling “fine 
goods, wines, liquor and bot- 
tled beer". The store flour- 
ished, and in the 1930s, Paul 

and Elsa Safer passed on the 
delicatessen and cafe busi- 
ness to their sons Gert and 
Helmut. 

Today. Kafer has a turn- 
over of DMl3Cim. employs 700 
people and is known across 
Germany for its upmarket 
speciality foods. It is run by 
Michael Kafer. grandson of 
the founder and majority 
shareholder. Michael KSfer, 
38, is an increasingly rare 
breed in Germany’s Mittel- 
stand. the network of 3m 
small- aud medium -sized, 
mainly manufacturing busi- 
nesses at the heart of the 
German economy. The Mit- 
telstand companies - most 
of which employ fewer than 
100 people - account for half 
of the country’s industrial 
turnover, about two - thirds of 
its jobs and four out of Ove 
apprenticeships. Often fami- 
ly-run. the Mittelstand’s age- 
ing generation of managers 
is struggling to establish the 
succession. The structure of 
the Mittelstand looks set to 
alter radically. 

“Between 300.000 and 
500,000 Mittelstand compa- 
nies will change hands in 
the next three to four years,” 
says Stefan von der Heiden, 
head of public affairs at the 
German Association of Small 
and Medium-sized Enter- 
prises. “Quite a number will 
close down and many will be 
bought up by larger compa- 
nies." Germany’s big utili- 
ties. such as RWE, the elec- 
tricity concern, are among 
those already buying up 
smaller companies, mainly 
in recycling and waste man- 
agement. More than 420 
SMEs were bought by the 
top four energy companies 
between 1990 and 1994. 

Mr Von der Heiden 
believes one of the dangers 
of passing on family-owned 
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Michael Kafen an increasingly rare breed In the MSttotetand 


enterprises to the next gen- 
eration is that old skills will 
disappear. “There is an 
increasing possibility of 
craftsmanship being Tost. 
Surveys show that only in 
three to four cases out of 10 
are the sons and daughters 
of entrepreneurs emerging 
with their parents' skills. 

“Another problem is that 
there is a growing gap 
between what you can earn 
working 60 hours a week as 
an entrepreneur and what 
you can earn if you make 
the money work instead. The 


sons and daughters of found- 
ers might decide it would be 
better to sell the famil y busi- 
ness, put the millions in the 
h ank and live off the income 
without the bother of run- 
ning a company," says Mr 
von der Heiden. 

Hermann Simon, in his 
book. Hidden Champions, 
characterises the Mittelstand 
as “traditional and conserva- 
tive at its core". Yet they are 
great innovators, fuelled typ- 
ically by a “desire for inde- 
pendence, fascination with 
quality, and good labour 


relations". These “hidden 
champions”, according to Mr 
Simon, may be less well 
known than the giants of 
German industry but many 
have established positions as 
global leaders in niche mar- 
kets. Two examples are 
Webasto, world leader in sun 
roofs and car heating 
systems, and Hillebrand, the 
largest shipper of wines in 
the world. 

The entrepreneurship of 
the owner-founders is 
believed to be at risk as com- 
panies sell up, bring In pro- 
fessional managers or hand 
over the business to a less 
committed, less focused 
younger generation. “My 
father had his own style and 
I have min e," says Michael 
K&fer, who has worked for 
the family business for 12 
years and took over as chief 
executive three years ago. 
“My father did everything 
and he loved it. It was right 
for his time but as a com- 
pany gets bigger you have to 
spread the responsibility. In 
my generation there are 
many entrepreneurial peo- 
ple. I am proud of our name 
and that is my motivation.” 

Stefan von der Heiden 
believes the next generation 
is more adventurous and 
less averse to risk. “They do 
things differently, more like 
the managers of larger com- 
panies. They are more open 
to new ideas, to restructur- 
ing and to raising money to 
expand, such as going to the 
stock exchange.” 

Undercapitalisation among 
Mittelstand companies is In 
part blamed on the reluc- 
tance of older managers to 
seek funds on the capital 
markets. Employers also 
point to difficulties raising 
loans from commercial 
banks, and to a scarcity of 
venture capital funding. 

The state-owned Deutsche 
Ausgleichsbank is one of the 
few organisations geared to 
lending to SMEs and busi- 
ness start-ups. The bank 
made new loan commit- 
ments to SMEs of DM7.4bn 
last year. This was down 
from DMlObn the year 
before, reflecting a slow- 
down in business start-ups 
in eastern Germany, 
although the bank says 
start-ups have picked up. 
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LANDWIRTSCHAFTLICHE RENTENBANK 
AT A GLANCE 

Business volume 

DM 

58.7 bn 

Total assets 

DM 

58 J bn 

Medium-term and long-term loans. 

DM 

37.7 bn 

Short-term bans 

DM 

2.2 bn 

Bonds issued 

DM 

28.6 ba 

liable equity capital 

DM 2,344.0 m 

Net interest income 

DM 

222,8 m 


International investors know why they appreciate 
us as a successful issuer on the world capital 
markets. This also has to da with our first-rate 
credit standing. Our double triple A rating has 

— not came easily to us but is 

CNKNIANK fh e result of hard work. 


' Rentenbank is a central refinan- 

DM 58 J5 bn 

dm 37.7 bn c * n 9 institute for medium-term 
DM 2.2 bn and long-term loans. It is a pub- 
DM 28.6 ba jj c bank with a mission 

2, ^'° m to further German agriculture. 

DM 222,8 m ** 

Its customers are banks. 

Rentenbank is a frequent issuer on the German 
capital market. 


Annual Report on request. 


Landwirtschaftliche Rentenbank 
P.O.Box 10 1445 
D -6001 4 Frankfurt am Main 
Telephone: 0049 69 2107-269 


l andwirtschaftliche 


Frankfurt am Main 


Difficulties in raising 
finance have worsened for 
SMEs in recent years, 
according to Mr von der Hei- 
den. bprsuisfl the commercial 
banks have grown more cau- 
tious after losses made on 
eastern German restructur- 
ing and on recent large busi- 
ness collapses, such as the 
failure earlier this year of 
Bremer Vulkan, the shipping 
group. "It is easier for a 
large company to get loans 
because the bank may 
already have invested say 
DM100-200m in the business 
and it needs to secure its 
interests. It’s not the same 
for an SME which has devel- 
oped a product and needs 
DM500,000 to get it to mar- 
ket. It’s not that the banks 
will not take risks, but that 
they want to take, the risks 
with their big partners in 
industry. It's impossible to 
think of a German Bill 
Gates. If you have an idea 
you’ll find a bank that says 
’Great idea, where’s the 
security?’." 

The Mittelstand companies 
have been squeezed in the 
recession, with self-financing 
growth giving way to rising 
costs, job cuts and record 
bankruptcies. Yet, as the 
country's main source of job 
creation, it is the Mittelstand 
Chancellor Helmut Kohl 
needs to fulfil his pledge to 
halve unemployment by 
2000. It will be an uphill bat- 
tle despite recent measures 
to reduce the tax burden on 
business. 

In the past three to four 
years, only companies with 
fewer than 50 employees 
have emerged with a net sur- 
plus of jobs, according to 
Stefan von der Heiden. 
Those with 50-100 employees 
have made no net job gains 
and companies with more 
than 100 employees have 
made job cuts. “The bigger 
the company, the bigger the 
losses,” he says. "Even 
among the smaller compa- 
nies still creating jobs, they 
come only in the first two to 
three years so we need to 
increase the number of new 
businesses, too. Everybody 
says the SMEs must improve 
the economy but not many 
of them talk about how they 
should do it The attitude of 
banks must change, and the 
tax system has to be 
reformed so that, among 
other things, businesses are 
not so badly burdened by 
bureaucracy which limits 
their ability to reinvest" 

The SMEs best-placed to 
survive into the next millen- 
nium will be those ready to 
concentrate on the high 
quality end of their business 
and to forge local and Inter- 
national partnerships. "The 
most positive point for the 
SMEs is that they are very 
close to their markets and 
they are much more flexible 
than larger companies," says 
Mr von der Heiden. "The 
Mittelstand will continue to 
be the backbone of the Ger- 
man economy, 1 have no 
doubt about that Fulfilling 
our ambition to participate 
in global markets will be the 
most important factor in the 
decade ahead." 





Jfagen Schrempp: a strong beGever in lean corporate structures 


An aggressive 
leadership style 


The next battle 
will be to reform 
the company's 
corporate 
structure 


Jflrgen Schrempp has made 
many enemies in his 17 
months at the head of 
Daimler-Benz. Germany's 
largest industrial group. 

The company's employees 
have turned on him because 
he axed thousands of jobs 
at Daimler-Benz Aerospace 
CDasa) and other business 
units. Shareholders turned 
on him because the 
company lost DM5-7bn last 
year. His decision to pull 
out of Fokker, the Dutch 
regional aircraft company, 
almost caused a political 
crisis between Germany 
I and the Netherlands. 

The Fokker decision was 
j a particularly controversial 
move for a man who, as a 
former chairman of Dasa, 
was the driving force 
behind the Fokker 
acquisition in the first 
place. 

In his best-known 
statement, he told Trouw, 
the Dutch newspaper “Fm 
the first top man who lost 
DM2^bn in a gamble and 
who says without hesitation 
ibis was all my fault*. 

While other managers get 
fired for DM50m, I am still 
here. Do you think this is 
arrogant? You seem to. 

Well write it down." 

Early this month, 
however, Mr Schrempp 
suffered a rare defeat in a 
battle over sick pay. 
Daimler wanted to cut sick 
pay entitlement from 100 
per cent of wages to 80 per 
cent, a decision it later had 
to withdraw because of 
heavy protests from the 
union and warning strikes. 

The dispute will prove no 
more than a temporary 
setback for Mr Schrempp, 
who has brought a new 
aggressive leadership style 
to the company and to the 
German corporate scene at 
large. 

Mr Schrempp is one of 
the main advocates of 


shareholder value, and a 
strong believer in lean 
corporate structures where 
the top management exerts 
direct responsibility over 
the business units. 

His next battle will be to 
refo r m the company's 
corporate structure. This 
dates back to the 1980s, 
when Edzard Reuter, Mr 
Schrempp’s predecessor, 
divided the company Into 
four units: Mercedes-Benz, 
the car and track maker; 
the now defunct AEG, the 
industrial and energy 
group; Dasa, the defence 
and aerospace group; and 
Debis, the financial services 
and software company. 

Daimler itself is a holding 
group, whose main function 
is to allocate financial 
resources and to take 
strategic decisions that 
affect all parts of the 
operation- Mr Schrempp 
wants to collapse the 
system by giving the 
Daimler-Benz board - and 
therefore himself - more 
direct responsibility for the 
units. The boards of the 
individual units would 
therefore became 
redundant. 

It is little wonder that the 
proposal has led to internal 
controversies, especially 
within Mercedes-Benz, 
which accounts for most of 
Daimler's turnover and 
virtually all of its profits. 
Helmut Werner, chairman 
of Mercedes-Benz, apposes 
the axing of the divisional 
boards. 

All this is part of Mr 
Schrempp's master plan to 
change Daimler from a 
company driven by the 
dubious vision of an 
integrated technology 
concern, into a company 
with a much narrower focus 
on transportation 
technologies - cars, trucks, 
aircraft and trains. The 
number of business units 
were cut from 35 to 25 in 
the process and each unit 
has been given the task to 
achieve a return on capital 
employed of at least 12 per 
cent. 

Mr Schrempp says that he 
greatly admires Jack Welch, 


chairman of General 
Electric, the US group, 
which has long pursued a 
similar portfolio-type 
operation, only much more 
aggressively and more 
successfully. Mr Schrempp 
believes he will not be able 
to move all the way in the 
direction of GE, not least 
because under German 
labour laws it is virtually 
impossible to run a 
company exclusively in the 
interest of its shareholders. 

Looking behind the tough 
facade. Mr Schrempp is not 
as cold and as tough as he 
appears. He supports the 
German system of 
co-determination, and he 
believes that companies 
should serve their clients, 
their employees, and their 
shareholders in roughly 
equal proportions. What 
happened at Daimler, he 
said, was that the company 
had focused too much on 
serving its employees and 
neglected its shareholders. 
His job, he said, was to 
redress the balance. 

At 52, Mr Schrempp is 
part of the first genuinely 
post-war generation of top 
business managers who are 
now gradually taking over 
the top jobs in German 
boardrooms. 

.- ; He was bora in Freiburg, 
in the south-western comer 
of Germany, where he 
started as a motor 
mechanic at a local 
Mercedes garage. He later 
went back to university, 
returned to Daimler-Benz 
and worked his way up the 
corporate ladder. In the 
1970s he worked for 
Mercedes In South Africa. 
He then went to Cleveland. 
Ohio, where he worked for 
a track subsidiary in the 
early 1980s, and later 
returned to South Africa as 
the top manager. 

In the late 1980s he 
became chairman of the 
newly-farmed Dasa, and 
then pulled off his biggest 
coup by taking over as 
chairman of the whole 
company. 


Wolfgang Munchau 


Venture capital: by Andrew Fisher 


Promise is being fulfilled 


The climate for 
risk capital looks 
like it is 

becoming more 
favourable 


As Germans wonder where 
the jobs of the future are to 
come from, the thoughts of 
bankers, politicians and 
businessmen turn increas- 
ingly to venture capital- But 
this form of risk finance, 
mostly the preserve of small, 
specialist investment 
houses, has never really 
taken off in Germany. For 
various reasons - high 
taxes, risk-aversion among 
investors and a stock market 
which is too narrowly based 
- venture capital remains a 
sector of more promise than 
fulfilment. 

This could be about to 
change, though how quickly 
and decisively is hard to say. 
As the government sets' 
about breaking down 
bureaucratic and financial 
barriers to boslness activity, 
cutting high labour and 
social security costs, and 
encouraging more depth and 
flexibility in equity markets, 
the climate for risk capital 
looks like becoming more 
favourable. 

With big companies shed- 
ding labour in the struggle 
to meet powerful global com- 
petitive forces, the drive is 
now on to help smaller 
firms, especially those in the 
fast-growing technology and 
service sectors. From Chan- 
cellor Helmut Kohl down- 
wards, the call has gone out 


for Germans, especially the 
young, to think less about 
security and more about 
risk. 

That means a greater will- 
ingness to start new compa- 
nies and thus a greater need 
for equity finance to support 
them in their early and 
developing stages. “There is 
a need for more start-ups, 
which seems surprising in a 
country so orientated 
towards the Mittelstand 
[medium-sized companies],” 
says one Frankfurt banker. 
“The discussion of labour 
costs and infrastructure - 
including the overwhelming 
level of bureaucracy - is 
also driven by the capital 
market system and how 
much risk capital it can pro- 
vide." 

Whether or not many poli- 
ticians really understand the 
nature of venture capital, in 
which big institutional and 
wealthy private investors 
are prepared to accept sev- 
eral failures for every star- 
tling success, is open to 
doubt. 

Although serious moves 
are being made to cut and 
simplify Germany’s taxes, 
the idea of special incentives 
- such as tax holidays — for 
investment in new and risk- 
prone companies has yet to 
gain ground. 

Some venture capital spe- 
cialists would be happy if 
taxes were simply reduced, 
as the government now 
plans in 1999. By then, 
moves to set up a special 
section of the Frankfurt 
stock exchange to trade in 
dynamic, young growth com- 


panies should have borne 
fruit This Neuer Markt (new 
market) is due to start in the 
first quarter of next year, 
later joining up with, similar 
operations in France and 
Belgium to offer an alterna- 
tive (the Euro.NM) to Eas- 
daq, the recently launched 
version of Nasdaq, the US 
technology-orientated 
exchange. 

Since Nasdaq took some 
years to develop any real 
impetus, Deutsche BOrse, 
which operates the Frank- 
fort stock and futures 
exchanges, is careful to 
point . out that the Neuer 
Markt should not be expec- 
ted to produce runaway prof- 
its for investors and a flood 
of exciting new flotations 
right from the start The ini- 
tial aim will be to attract 
mainly foreign institutional 
investors - such as pension 
funds, which do not exist in 
the Anglo-Saxon form in 
Germany -■ wanting to 
enhance long-term returns 
by putting a small part of 
their money in high-risk 
shares. 

Some bankersare sceptical 
about whether the Neuer 
Markt winch mil have strin- 
gent listing and reporting 
requirements, will be a suc- 
cess. But it has title hanirtng 
of Deutsche Bask and other 
banks .and. the exchange is 
taking pains to see the hew 
risk market is as liquid, 
transparent and efficient as 
possible.' 

In • the meantime, Ger- 
many’s young technology- 
based companies are striving 
to be listed on Nasdaq, Qfa> 
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gen, a biotechnology opera- 
tion based near Dtisseldorf, 
this summer became the 
first German company to 
achieve a Nasdaq quote, 
albeit through a Dutch hold- 
ing company, rt regretted 
that it had to go to the US 
for new funds for further 
expansion, but said the 
investment mentality In Ger- 
many was still not ready for 
young, thrusting technology v 
concerns. %- 

German investors -do tgnfl ; 
to distrust new technology. 
But -with a younger -more 
open-minded generation 
looking for better’ returns, 
and made more prosperous 
by . inherited wealth,, their 
horizons could widen. ’ The 
success of new markets such 
as Easdaq and the: Neuer 
Market will be vital, haw- 
ever, for tht* dfiVeloprqeut-of 
a bigger and. healthier/ ven- 
ture capital sector. One of 
the biggest qomplainte - Of 
bankers and: investors: jn the 
sector & the lack of exit pos- 
sibilities for those wanting 
to take profits.’ : • j.. r."~ . 

. Companies,' tod; needto 
become more flexible. Many, 
are unwilling to. give up 
equity to investors, or- to- 
coontenance any.: form of 
outside influence '-"mi: ■ Man- 
agement.- Yet both arerieces-' 
sary for new companies to a 
thriv e, especially, where the T 5 ? 
emphasis has- been ofitech- 
uotogy an& ; product Ionova- . 
tion rather than /marketing 
or financial discipline. ■ Posh . 
erful as the Goman 'econ- 
omy is, there are areas to 
which ft has much ground to 
make up. L 
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Even though 
labour law 
remains inflexible,, 
cracks are 
opening up 

A mid-sized manufacturer of 
beating systems has 
emerged as the symbol of 
tlie changing attitudes in 
German industrial relations. 

Viessmann, based near 
Kassel in the middle of Ger- 
many. was sued bylG- Met- 
all. the engineering union, 
for breaking ' the biggest 
taboo in German labour rela- 
tions: the company negoti- 
ated a labour deal with its 
own workforce without prior 
approval by the union. ' 

In August, Viessmann won 
a celebrated victory in court, 
but the judges attached so 
many qualifications that 
everybody, claimed to have 
won. 

This is what happened in 
the run-up to the court case: 
Viessmann had planned to 
build a factory near Prague 
for a new product range. The 
company calculated that a 
factory in the Czech Repub- 
lic would bring accumulated 
cost savings of DM20m. 

The company’s German 
workers were alarmed and 
agreed to an unusual deal 
which required them to 
work an extra 3 hours a 
week for free, to take their 
total weekly working hours 
from 35 to 38. The deal 
increased efficiency by 8.6 
per cent and yielded savings 
of just under DM20m. 

But under the German sys- 
tem of industrial relations, 
workers are not free to nego- 
tiate their own fete. Works 
councils may enjoy exten- 
sive co-determination rights, 
but wages and working 
hours are the exclusive terri- 
tory of the trade unions 
under what is known in Ger- 
many as the principle of 
“wage-tariff autonomy". This 
was the basis for the suit 

The verdict was a setback 
for IG Metall, but it did not 
rock the exclusivity princi- 
ple. Viessmann won only 
because no more than 10 per 
cent of its employees are IG 
Metall members- 

Even though German 
labour law remains inflexi- 
. hie. the country's industrial 


relations system is changing. 
Several companies have 
reached . deals similar to 
those at Viessmann. At Biz- 
erba, a manufacturer of 
scales In south-western Ger- 
many. the workers agreed to 
wage cuts of 5 pear cent. At 
Traub. a machine tool 
maker, employees agreed a 

Similar dsaL 

These deals show some of 
the cracks that are opening 
up. German employers are 
now starting to challenge 
almost every aspect of the 
system. 

The catalyst for the 
change - though not the 
cause — fe the opening of 
eastern Europe. Wages in 
the Czech Republic are a 
fraction of wages in Ger- 
many, while productivity is 

Employers are 
challenging 
almost every 
aspect of the 
system 

not far behind. The single 
European market is also 
beginning to show its psy- 
chological effects, as German 
investors are beginning to 
regard the BU. rather than 
just Germany, as their home 
market 

Mercedes-Benz, the car 
maker, no longer advertises 
its product as “made in Ger- 
many" but as “made by Mer- 
cedes-Benz”. As a conse- 
quence the company has 
broken with age-old taboos 
and is planning to produce 
some of its cars in France 
and the US. 

German companies are not 
yet leaving Germany in 
great numbers, but they are 
choosing foreign locations 
for new investments, as the 
cases of Viessmann, Merced- 
es-Benz and numerous oth- 
ers show. 

This has left Germany 
stuck with high unemploy- 
ment of almost 4m people, 
around 10 per cent of the 
work force. There is also 
substantial hidden, unem- 
ployment - because of early 
retirements, special training 
schemes that lead nowhere, 
military service and long 
university courses. Including 


these effects, real unemploy- 
ment is 7m or higher. 

The German system of 
industrial relations used to 
revolve exclusively around 
the relationship between 
unions and employers. In the 
early 1970s. even the govern- 
ment joined in the cosy rela- 
tionship through what 
became known as “concerted 
action". 

The idea was that 
co-operation between the 
main forces of society would 
bring greater macroeco- 
nomic benefits instead of 
industrial strife, as was the 
case in the UK at the time. 
Competition was confined to 
products and services, but 
did not extend to the labour 
market. 

Since then, profit margins 
have come under pressure 
because of the emergence of 
low-cost producers in Asia 
and eastern Europe. For a 
while German manufactur- 
ers basked in the hope that 
high quality would com- 
mand higher prices. But 
they found it Impossible to 
stretch this argument 
beyond its natural limits. 
Germany has since lost a 
great deal of its interna- 
tional competitiveness. 

One might have thought 
that the rise in foreign com- 
petition might have 
strengthened the companies' 
hand in the relations with 
the trade unions. But so far 
they proved reluctant to use 
the power, because they 
feared an open industrial 
and legal confrontation with 
Germany's powerful trade 
unions. This also includes 
the likes of Viessmann. 
which has chosen to remain 
a member of the employers 
federation. 

While members are not yet 
leaving the federations en 
masse - and with it the sys- 
tem - they are certainly get- 
ting more impatient. They 
are insisting on opt-out 
clauses in wage contracts, so 
they can reach deals similar 
to those at Viessmann. 
Gesamtmetall, the engineer- 
ing employers' federation, is 
asking for these opt-out 
clauses as part of the cur- 
rent wage round. 

The surprising stoicism of 
the employes may not last 
forever. Werner Stumpfe, 
president of Gesamtmetall, 


says that failure to modern- 
ise the structure would ulti- 
mately bring the demise of 
the whole system within the 
next four or five years. 

Some employers go even 
further and are beginning to 
challenge aspects of co-deter- 
mination. Until only a few 
years ago, German compa- 
nies boasted about the sys- 
tem, which they upheld as 
the prime reason for Ger- 
many’s excellent labour rela- 
tions. They argued that the 
benefits outweighed the eco- 
nomic costs the system has 
imposed. 

But German companies 
have realised, from experi- 
ence in their foreign 
operations, that excellent 
labour relations come a lot 
cheaper. While they would 
still support plant-level co- 
determination. they are 
beg inning to challenge other 
aspects, such as the require- 
ment that supervisory 
boards in large companies be 
made up of workers and 
shareholders representatives 
in almost equal numbers. 

German politics is begin- 
ning to address some of 
these changed sentiments. 
Chancellor Helmut Kohl 
may still be wedded to the 
concept of the social market 
economy, but his statements 
are largely rhetoric and met- 
aphoric, as is indeed much of 
the German debate. When 
his government needed to 
pass a wide-ranging savings 
package to meet the Maas- 
tricht economic criteria, it 
did so with surprisingly lit- 
tle opposition. 

The most contentious 
clause in the package was a 
cut in statutory sick pay. 
which went down from 100 
per cent of wages to SO per 
cent. The unions have been 
threatening a serious con- 
frontation, since they regard 
the right to full sick pay 
from the first day of illness 
as one of the great achieve- 
ments of the German labour 
movement. But even the 
unions do not think that 
they will ultimately prevail 
in this dispute. 

The sick pay debate shows 
that Germany may he a 
reluctant convert to welfare 
reform. But the system is 
changing out of necessity, 
and it scares the living day- 
lights out of most Germans. 
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Klaus Zwickel, president ' of IG Metall 


A rags-to-riches career 


Employers know 
they have a tough 
opponent to their 
proposals for 
welfare reform 

In 1954, as a young trainee 
toolmaker, Wans 2 wick el 
paid DMi to become a 
member of IG Metall. He did 
not join the union out of 
conviction, dot did he come 
from a particularly political 
famil y. An older colleague 
had told Mm that this was 
what everybody did, so be 
joined. 

Since then. Mr Zwickel 
has pursued a rags-to-riches 
trade union career. He 
started off as a fee collector, 
moved through various 
regional and national posts, 
and in 1993 he took over as 
president of the world's 
largest industrial union, 
with almost 3m members. 

Mr Zwickel. who 
succeeded the suave Franz 
SteinkUhler, a man with 
sharp suits and an even 
sharper tongue, does not 
hide his working class 
origins. He speaks with a 
south-west accent; his 
appearance is wooden; he 
rarely talks in soundbites. 
Even by the standards of 
German trade unionists, Mr 
Zwickel comes across as 
old-feshioned. 

And yet, over the last 
year, he has shown a 
surprising killer instinct. 
This mouth, he prevailed in 
a bitter dispute with 
engineering employers over 
proposed cuts in sick pay. 
Some large companies had 
decided to cut sick pay from 
full wage to 80 per cent in 
line with a new law, but the 
employers underestimated 
the strength of feeling 
among trade unionists over 
this issue. 

In the 1950s, when Mr 
Zwickel was a young union 
official, IG Metall became 
involved in one of the 
biggest disputes in the 
history of German 
industrial relations: the 
union demanded 
contractual sick pay 
guarantees, and the issue 
has since been loaded with 



Klaus Zwickel: a rags- to -riches trade union career 


a highly symbolic and 
emotional content 

Given the strength of 
feeling on this issue, Mr 
Zwickel went for fell impact 
when he called for a series 
of warning strikes at 
Daimler-Benz, the 
automobile and defence 
group, which started the 
campaign for cuts in sick 
pay. The company buckled 
under the weight of the 
protests, which have cost it 
DM200m in lost production. 

Daimler-Benz, and other 
employers involved in this 
issue, broke the cardinal 
rule in industrial relations: 
never pick a fight with IG 
Metall unless one is ready 
for battle, and willing to 


take a hit in the short term. 

Mr Zwickel emerged as a 
master tactician who has 
now outfoxed employers 
twice within a year. In 
November 1995, he launched 
his “alliance for jobs” 
programme, a wide-ranging 
proposal whereby he offered 
wage moderation in return 
for 300,000 new jobs over 
three years. 

The proposal failed in its 
own right, but met with a 
huge public response, which 
partly reflects the country's 
wish to seek a solution to 
the unemployment problem 
without giving up on the 
country’s existing 
consensual structures of 
industrial relations. The 


problem was reminiscent of 
the days of concerted action 
in the 1970s, where the 
government, employers and 
the unions sit together to 
resolve their problems. 

The “alliance for jobs” 
was adopted in the 
chemicals industry, which 
has traditionally enjoyed 
better Industrial relations, 
partly because of fetter 
profit margins. 

The proposal flopped in 
the engineering sector, 
however. Engineering 
employers announced this 
month that by the end of 
the year they will have cut 
130,000 jobs, rather than 
create the 100,000 that Mr 
Zwickel had sought. 
Furthermore, Gesamtmetall, 
the engineering employers' 
federation, said that even if 
it accepted the proposal, 
there was no way it could 
guarantee that its 8,000 
members could deliver on 
the promises. 

German industry has 
been suffering from the 
world’s highest wage costs 
and fast-declining profit 
margins. It was unlikely 
that the employers would 
start giving job guarantees 
on the basis of promised 
wage moderation. 

Although the initiative 
was a non-starter. Mr 
Zwickel has received top 
marks for effort as he 
outmanoeuvred his 
opponents, who came across 
as unco-operative. 

For a brief period this 
year Mr Zwickel became a 
regular guest at high-level 
industrial policy meetings 
with Chancellor Helmut 
KohL but relations have 
since soured. 

German unions are 
traditionally at their best 
when they fight with their 
back to the wall. Mr Zwickel 
and his colleagues can be 
expected to put a good fight 
when required, and 
employers may well be 
thinking that the IG Metall 
president has already 
succeeded in his declared 
goal of putting the brakes 
on plans for welfare reform. 

Wolfgang Munchau 
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6 GERMANY 


Telecommunications: by Michael Lindemann 


Gold-rush expectations 


There are just over 
420 days left before 
Europe’s biggest 
telecoms 

market is liberalised 


A hastily negotiated 
tele-communications alliance 
between Veba and RWE. 
announced earlier this 
month, vividly underlines 
how fluid the German tele- 
coms market is and how 
complicated predictions 
about its future are. 

For one. Veba and RWE 
are the most unexpected of 
partners, if only because 
RWE had for nine months 
been negotiating an alliance 
with Viag. the Munich-based 
conglomerate, and British 
Telecommunications (BT). 

Respectively, the two utili- 
ty-based groups are Ger- 
many's fourth and fifth big- 
gest listed companies and 
intense rivals. The match is 
still more surprising because 
both are set on becoming 
leading rivals to Deutsche 
Telekom and have ambitions 
which will be difficult to rec- 
oncile. 

Tbe sudden link-up also 
raises numerous questions 
about the technological 
development of the market. 
RWE and Viag parted com- 
pany because the former 
believes it can make money 
by renting space to transport 
telecoms services along elec- 
tricity grids which it and 
other utilities own. 

Viag. on the other hand, 
has an lb-month-old partner- 
ship with BT and hopes to 
spearhead its telecoms strat- 
egy with Germany's fourth 
mobile phone licence. 

That service, it says, will 
be tbe first in Germany 
available to fixed line and 
mobile customers at the 
same time using a technol- 
ogy called fixed mobile con- 
version. 

The winner remains to be 
decided. However, there are 
just over 420 days to go 
before Europe's biggest tele- 
coms market is liberalised 
and executives and analysts 
alike are forecasting that 
early next century the tele- 
coms industry will overtake 
the automotive industry as 
Germany's single biggest 
generator of gross domestic 
product. 

As one executive put it 
recently, leading German 
companies are searching for 
new growth businesses to 
invest but there is only ever 
one candidate: telecoms. 
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Deutsche Telekom's discount schemes are designed to encourage more calls 


RWE's switch of allegiance 
was so sudden that it has 
sparked an almost unprece- 
dented round of speculation 
about who might do what 
with whom in German tele- 


coms. 

Analysts believe BT may 
now try to squeeze AT&T, 
the US operator, out of its 
tentative alliance with Man- 
nesmann. the engineering 
and telecoms group which 
has emerged as the leading 
competitor to Deutsche Tele- 
kom. thanks mainly to its 
booming D2 mobile phone 
service. 

AT&T, analysts say, is dis- 
tracted by developments in 
the US and has not focused 
properly on the German 
market. 

Furthermore. BT forced 
the US operator out of its 
alliance with Societe Gener- 
ate des Eaux, the French 
conglomerate, and took its 
place alongside Mannes- 
mann. 

The French connection 


raises other tantalising pros- 
pects. Viag has hinted that 
it. too, might take a stake in 
Cegetel. the telecoms opera- 
tor created by CGE. BT and 
Mannesm ann , which in turn 
may take a stake in the 
Viag/BT alliance where new- 
comers will be welcome fol- 
lowing RWE’s abrupt depar- 
ture. 

If AT&T is spurned, execu- 
tives believe it will attack 
the German market alone, 
focusing on call-back ser- 
vices and on re-sale, where 
telecoms operators buy 
wholesale quantities of tele- 
coms services and sell them 
on to their clients. 

Two years ago having a 
German partner was consid- 
ered an essential first step 
for foreign operators eyeing 
the lucrative German tele- 
coms market. That now 
appears to be less of an 
imperative and AT&T is cer- 
tainly big enough to go 
it alone in the German 
market. 


Certainly, the last 18 
months have provided some- 
thing of a jolt for the 
would-be operators Veba. 
Viag. RWE, Manne smarm 
and Thyssen. 

They had counted on 
being able to lure many of 
Deutsche Telekom's corpo- 
rate clients away and use 
those businesses as a build- 
ing block for broader tele- 
coms offensives. The strong 
profitability of Mannes- 
mann 's D2 mobile phone net- 
work helped contribute to 
what one executive 
described as “gold-rush” 
expectations. 

However, since many of 
them unveiled their telecoms 
strategies early last year. 
Deutsche Telekom appears 
to have outwitted them. For 
one, the company plans, 
from November 1, to offer 
corporate clients tantalising 
discounts of up to 39 per 
cent off their phone bills. 

Those discounts alone 
have caused a “reassess- 


Darmstadt: City of Cbmpetehce^i^ 

"Computer Graphics — Space Technology - TelecommuiHcadOB^ 


The Darmstadt region is •' diately- tor. interested com- west side, of- die <3gr. Each •. 
among the eoonomicaUy- ' ' panics, .. German and '■ yean •• 

strongest regions in Europe and ' German, to settle ' 1 r “ cal- Services from 

highly dynamic. The proximity . there. Today, TFRRA ECJMSTSATs- Vtest;' 

of Frankfurt Airport and the • Darmstadt has a Europe**. .Member 1 

highly developed iofrastrmawe coocetarauda of gtgtea Visit its 

attract companies from foci advanced technology . and' ■ Headquarters to' plan and agree' * 
world over to this district as a ■■ research as hardly any other . future satellite systems that . 
first choice tacarioii. • . ; city . in . Europe. Around- ah* wiB. provide coatftiuity; qf set- : 

The city of Darmstadt. veheraW©- Technical University:.- vice well ESOC.. 

its ) 40,000 hrhabitmts tit tbs, oejneroutf tesesxchinstifuiiom.-; \ Is lespoBsibki for^comroippg - 
active capital of the region -. aM iiiteriiariosaiotgan^tio^\.;'tte.i^lhes {attached for the • 


I***' .( 

. along wt* the? 

central ? ,: 3 B 

have ■ oofleenierated ". dwix- 

aesthete. Soa^.%crtfaeri^nes - 
fo.'ribaract&riste Danosuafe:..'-: : 


• With iafiabkaats . S* 


(over I Million tahahkaats); i £. ' 

enefoupmes mow : font- otter i 

areas- & combma- 

♦ion of (ndotaria! • f jgj 

technology with 

a scientific and 

research community, cultural ” 

activities and agreeable res- 

dermal areas. 

Darmstadt and its region have : 
available, for - . companies 
wishing to- establish themsei- i 
ves there; laud .in' .plots, 
of sltoost .any- size up. .'to- 
80,000 sqm. 

International investors wiHbe 


have developed sod! as: ' . - Bnropeaa Space Ageticy, • 

\ ' ' •....'■Axfoand these mtsdwtjjops, , , 

pliers and service providers 

''have'" settled, ■ Darmstadt l< „ 

■ ■'■Exporting & farther thrust of. ' 

■■dfeve*opnk»t fiwrt the. exp*n-: '. 

* European Orgauisaftoo for ' '. siembf Burcrpeati manned space . 

the Expfoi tattoo of .' research. Tbe city is supporting. 

' Meteorological Satellites efforts for - die creation df 

* (EUMETSAT) ' '.' "in interactive space mosettni 

• European Space Operations * thusvstrengthening Darmstadt's 

* Centre. £ES A/ESOC > ' reputation as the "Houston of 

* : Fnttmboier tastjtote for Cora- - Europe''. Darmstadt is eewsid- 

• puter Graphics {K3>> .. -J end die "iseatt sqftw^ «s*-' 

' '♦-QMD Institute forTefecoope-' \denoe“\bccaB»» of foe enhaosp-' 

xstioti Ifeehnology 1 tfetay copcpna a ti o n bfsoftware. •' 


; atmost. ^OOOof which iB 
foe three tfaiyetsitics and' f ' T 


■ jfoKes.to* •. • : 1 


* European Organisation for 
. the Exploitation of 

* Meteorological Satellites - 

* tEUMBTSAT) 


' Centre. (ES A/ESOC > 


ofawipopuHeionatrou^jly.' 

laaStf 89,000 fe ammd 60 % ... 

above the average, for .foe-- 
state of Hessen. 

► The qualifications stractorte-' ' 
of all employees ranfoonfe ; ’ 
fromiopiu aa'tdi West-,. ... .< . 
Oaraan cities- • 

Tntcmauodal compeEne^iwiU^ 
find inDarmsttdt 


particularly interested hi, the - ♦.CosporedooforHeawy loti development 


and con^wter 
. graphics that 
:has ' taken 


DfrUX&dw 

Telekom 


development of a site of id ha jitese®y* .' and «mjp»8er 

m tbe best area of Darmstadt '.■•Centerfoc Compoter ; .graphs, fostf J 

city itself, - close to Uarmstadt '• Graphics fZGDV) ' *• :has . ' taken leieKom 

erntrai railway station and - Sp^ee and teefandfogy . * I pfecc ht' this 

wQacesc to. ESOC - foto a . are-. centres. <rf iKBBpetence; v ftw ;chy. 'ti is. also of particular 

highly tractive tedmokjgy abd - 1 Darmstadt . : ' • *. • :in^KJSS?®w/fot • Darmistaift a& ,a 

soVwes park. As tire EUMETSAT- operrees Bare-' techu^y' region . ihat foe 


» s m S3 


. edvironmem bot also a “ v .' 


planning ctatest tas ted alfea^jf v.: pemi- srestther saeffifies firaa a ■ Dewsdre^ Telekom AD. fe qper- 
to a result and is coRfdsdetl, ptvpo^-bnilf Coafcrof Ceikm : - atiflg -'ib Dartnstadt , fflgbf re-' 


to a result and is coRdtoded, ptfipose^bnilf Control ■ Crakm : - wng.'ifi 'Saffhstaat^gb^'ze-' 
prepaiatrans arestara^irnine^ . in its ;Hesiriquarterv on .foe.-.- -seiftiih and devdopnrent centre^' - 
• • . , : ' ' - " -as. wdl ai bfoeiir. restitiroons far' 

jj fj o^focser- 

Hottinger Baldwin Messtechnik HBM ^ ^ 7^ - ■ 

, fa^est efoplqyer of foe cay. 

Hottinger Baldwin Messtecb- evaluating the electrical signals ^j|fl5SCK(cteHifcaiSi pharma- 
nik GmbH (HBM), located measured and customised soft- .cet«SeaIs> bafl Hs ccirtral R&D; 
in Darmstadt, is recognised inter- ware. PtX)ducLs from HBM foe.»ltfo« iq- Darmstadt, road 


gexrai, -ire no wterest^^ 
coJteral comrounhy. 

(Art Nouveau, new music. 


Hottinger Baldwin Messtecb- 
nik GmbH (HBM), located 
in Darmstadt, is recognized inter- 
nationally as a leader of electrical 
measurement in mechanical 
quantities. Since it was founded 
in 1950. HBM has been involved 
in the development of equipment 
for its specialist field. The sales 
network Is supported by u world- 
wide network of subsidiaries. 
The Asia/Pacific region is 
gaining in importance and it is 
growing at a fast rate. HBM's 
product range includes transdu- 
cers for measuring force/load, 
pressure, torque, displacement 
and vibration and strain gages. 
The company also manufactures 
equipment for processing and 


permeate through all branches 
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quality and reliability of HBM 
equipment. The wide scope is 
also typified by stress analysis, 
civil engineering, vibration 
measurement and stiffness 
testing. 
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ment” of the strategies 
which the private operators 
were plotting, according to a 
telecoms analysis by BZW. 
the investment arm of Bar- 
clays B ank- 

City Plus and City Week- 
end are other discount 
schemes which Deutsche 
Telekom will introduce early 
next year to encourage resi- 
dential clients to use the 
phone more often. 

As liberalisation draws 
nearer further measures are 
likely to follow, designed, 
despite the company’s dis- 
mal image, to prevent clients 
from rushing to the competi- 
tion. 

And if Deutsche Telekom 
Is causing the private opera- 
tors trouble with its discount 
schemes it can be expected 
to cause them even more 
anxiety with its Interconnec- 
tion charges, the money it 
will charge to carry the pri- 
vate operators’ telecoms ser- 
vices over its network. 

The company will be able 
to set the interconnection 
fees not only to reflect its 
own operating costs and 
overheads but also to 
include historic costs and 
“past burdens”, a formula 
which is expected to ensure 
that the charges remain 
high. 

Most important of all for 
the new entrants, however, 
is the shape and policy of 
the new regulatory authority 

which will set the guidelines 
for competition in Ger- 
many's telecoms market 
once the ministry for post 
and telecoms ceases to exist 
at the end of 1997. 

Many industry executives 
fear the authority will be 
run by a politician who will 
go easy on Deutsche Tele- 
kom. if only because the gov- 
ernment will still own 80 per 
cent of the shares and will 
be keen to maximise the rev- 
enues from the sale of that 
stake sometime around the 
turn of the century. 

Instead, they say, an expe- 
rienced executive or aca- 
demic should run the 
authority, determined more 
to create real competition 
than safeguard Deutsche 
Telekom's earnings, 

The only certainty is that 
interest in Europe's biggest 
telecoms market is consider- 
able and will increase as lib- 
eralisation approaches. 

As that day approaches, 
however, expect the private 
operators' forecasts for sales 
and profits to head down- 
wards as they realise the dif- 
ficulties of the battle ahead. 

A recent report by Deut- 
sche Morgan Grenfell, the 
Anglo-German investment 
bank, attempts to put some 
of those forecasts into con- 
text: the bank estimates the 
private operators will gener- 
ate sales of DM13bn by 2005. 
The “combined stated projec- 
tions" of the private opera- 
tors suggest sales of 
DM36bn- 
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Employers’ champion 
for the second time 


Relations with 
the union 
IG Metall hit 
rock bottom over 
the sick pay row 

When Werner Stumpfe 
became president of 
GesarntmetalU Germany's 
largest employers' 
federation, far the second 
rime in June, he found 
himself within a few 
months at the centre of a 
dispute over sick pay. This 
developed Into one of the 
most bitter labour wrangles 
his organisation has faced. 

In a highly controversial 
decision, which he may 
since have regretted, Mr 
Stumpfe recommended that 
engineering companies 
implement a new law to 
allow lower sick pay 
entitlements from October 
L Some companies, such as 
Daimler-Benz, followed his 
advice. IG Metall. the metal 
workers’ union, fought back 
with strikes forcing Mr 
Stumpfe to back down. 
However, the fight to cut 
Labour costs continues. 

Relations with IG Metall 
have never been cordial, 
bat they hit rock bottom 
over the sick pay row. 

The present climate is In 
sharp contrast to the mood 
in the expansive 1980s. 
During his first term of 
office, from 1985 to 1991, Mr 
Stumpfe led the industry 
through a period of strong 
economic growth and the 
upheavals caused by 
German unification. There 
were no strikes during Mr 
Stumpfe 's first presidency 
but his numerous critics 
from insid e the organisation 
never tired of pointing out 
that the industry paid a 
high price in terms of wage 
costs to secure this long 
period of peace with the 
unions. 

From 1992 to 1994, Mr 
Stumpfe was a member of 
the board of Axel Springs:, 
the media group, where he 
was responsible for human 
resources. He had a similar 
position for 10 years at 
MBnnflsmflnn , the 
diversified engineering 
group. This year, Mr 
Stumpfe returned to 
Gesamtmetall in a full-time 
capacity. 

In between his two terms 
as president, conditions in 
the Industry had changed 
drastically. Once he could 
have been described as 
almost popular with trade 
unionists. Now he has 
incurred their wrath after 
leading the controversial 
campaign for sick pay cuts. 

When Mr Stumpfe 
returned to the helm of 
Gesamtmetall, he saw an 


industry that had 
significantly higher wage 
costs with a consequent 
squeeze on profit margins. 
Relations with employees 
were also at a low ebb. 

In an interview before tbe 
recent dispute, Mr Stumpfe 
said: “There is more 
impatience in our camp. 
Nobody is prepared to wait 
for another two years until 
we reads a decent wage . 
settlement. They {member 
companies] want it here 
and now. They have grown 
more intolerant of generous 
wage deals. They are no 
longer prepared to call 
something half-right that is 
half-right- They call it 
wrong. 

“What they are saying to 


relocate 10.000 jobs to the 
Czech Republic, or I source 
out In that case, the 
industry can reach 

whatever agreement they _ 

like, however bad, because I 
can escape.’ Would you 
want to have an agreement 
with such an employei*T‘ 

The different attitudes 
among German employers 
have also reopened the 
age-old question about the 
structure of the engineering 
employers’ federation. The 
real power lies with the 
regional bodies, which are 
negotiating with their 
counterparts among the 
trade unions. 

There have been 
numerous calls to centralise 
the organisation, which 





Werner Stumpfe: angered trade unionists over sick pay cuts 


me is this: *Mr Stumpfe. you 
can count on our solidarity 
only as long as it does not 
cost us any money/ They 
are taking a harder line. 
They have become more 
impatient You could say it 
is the selfish recklessness 
amnnp employers which is 
the biggest change I have 
noticed.” 

It is against this backdrop 
that Mr Stumpfe will have 
to lead engineering 
employers into the wage 
round, which promises to 
become one of the most 
difficult in many years. At 
issue is not only pay, but 
also entitlements, a subject 
on which IG Metall is 
unlikely to compromise. 

Mr Stumpfe predicts that 
the industry will have lost 
around 130,000 jobs by 
Christmas. T fear these 
cuts will continue, but I 
also believe that as wage 
negotiators we have the 
power to bring change.” He 
predicted that this was 
going to be “the worst wage 
round since 1949" 

The main change is the 
way employers are 
perceiving the negotiations. 
Previously the employers 
played the game straight, 
hoping to reach the best 
deal possible. “Today, they 
say: ‘I have four or five 
excellent escape routes, 
which allow me to hedge 
the consequence of a bad 
wage agreement I may just 


would reduce the scope for 
regional federations to 
buckle under heavy union 
pressure. This has been 
resisted especially by the 
regional federations 
themselves. The idea 
behind centralisation would 
be to avoid wage contracts, 
such as those agreed in 
Bavaria early last year, 
which led to an 11 per cent 
rise In wage cost over a 
two-year period. 

The engineering 
employers eventually 
agreed on reforms, but they 
kept the present structures 
largely in place and created 
new structures to 
co-ordinate between the 
various bodies. Same 
German co mme ntators said 
the failure to centralise was 
a defeat for Mr Stumpfe. 
However, Mr Stumpfe says 
this is the best deal in the 
current circumstances. 

He remains a passionate 
supporter of the German 
system of industry-wide 
regional wage bargaining. 
He thinks that the system 
has protected many 
employers from potentially 
harmful labour disputes. 

He hopes that German 
employers, despite their 
present militant mood, will 
not turn their backs on a 
system which, he says, has 
served them well. 


Wolfgang Munchau 
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Comfort for vehicle industry 


Carmakers 
remain "restricted 
by bigJx cc^ and 
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: Europete car • market has. 
/ grown roore strongly; than 
. ; expected thos year,: providing 

- some comfort for Germany's 
l^i^pressed .vehicle Indus - 

■ try ope pf-the main motors 

- of the economy. . 

j However, the 6-2 per cent 
‘ rise to 1 European car sales in 
the' first eight months is 
deceptive^- because much of 
thejsrbwth stems from gov- 
ernment or Industry incen- 
tive schemes. 

. Germany itself has been 
one of die strongest markets, 
with sales rising by 12 . per 
cwnt to JL44m units in Janu- 
ary-AxigQst, compared with 
the same period last year. 

it has, however, also been 
one of the markets in which 
Incentives have been most 
evident^ unlike neighbour- 
ing -France,' where a govern- 
ment incentive programme 
has just ended, the German 
schemes have been manufac- 
turer-driven. That has 
poshed sales foster than in 
most other big car markets. 
But : it has also distorted 
demand, with -sales pulled 
forward by discounts and 
special offers. 

. Special incentives have 
beerr just one of the prob- 
lems facing the German 
motor industry. For all its 
reputation ' for quality and 
reliability, Germany’s car- 
makers remain restricted by 
high costs and inflexible 
labour practices.' Volkswa- 
gen, the market leader, 
believes it can employ a 
skilled worker at Skoda, its 
majority-owned subsidiary 
in the Czech Republic, for 
one tenth the . amount the 
same employee would cost at 
home. 

Only gradually are the car- 
makers tackling their effi- 
ciency problems. The pace is 
partly dictated by powerful 
unions or, in the case of VW, 
the fact that the state gov- 
ernment owns 20 per cent of 
its shares. Social dishar- 
mony Is not politically 
acceptable. 

But the industry is gradu- 
ally grappling with its handi- 


caps. The threat of moving 
Production abroad n«g iwen 
a powerful tonJc: in many 
plants, workers have agreed 
to labour reforms when 
foced with the stark 
of jobs moving. 

In the market, meanwhile, 
. German manufacturers have 
held their own. The big win- 
ner this year hn« been the 
VW group, which has 
steadily extended its lead 
over General Motors — its 
nearest rival The group now 
accounts for more tvmri 17 
per cent of the west Euro- 
pean new car market, up 
almost one percentage point 
on last year. 

VW’s growth has been 
accelerated by its brands. 
Audi’s A4 ha.g been instru- 
mental in polishing its 
image as a rival to BMW and 
even Mercedes-Benz. In Ger- 
many and Europe, the A4 
has challenged the BMW 
3-Series as the dominant 
lower-mid-sized executive 
saloon. 

Audi's star should rise fur- 
ther with the A3, which is 
based on the engineering 
structure (platform) of the 
next generation VW Golf, 
Early indications are that 
the A3 has been selling 
above expectations. 

The core VW brand has 
also been thriving. The Golf 

- Europe’s most popular car 

- will be replaced next year, 
leading some analysts to Dear 
excessive discounting to 
maintain sales. However, the 
smaller Polo, launched in 
1994, has gone horn strength 
to strength, and is now even 
available in a multicoloured 
Harlequin version. 

The new VWs. supple- 
mented in September by the 
new Passat saloon, are the 
first examples of the “plat- 
form strategy" pioneered by 
Ferdinand PiSch, the chair- 
man. To achieve significant 
economies of scale, be has 
deemed future cars should 
be based on just four plat- 
forms. While the new models 
will share much under the 
skin, they will look different 
outside. 

Al tho ugh platform-sharing 
could risk over-simplifying 
the brands, the early exam- 
ples suggest it has been well- 
conceived. The Audi A3, 
Skoda O eta via • and the 
future Golf and Seat Toledo 


models win share platforms. 

Germany’s other car- 
makers are also doing rela- 
tively well in the difficult 
market conditions. BMW 
and Mercedes-Benz are bene- 
fiting from important new 
models. BMW’s 6-Series and 
the Mercedes-Benz E Class 
are head-on competitors. Yet 
both are sufficiently differ- 
ent in design and character 
to leave room for both 
marques to grow. 

Both companies have also 
diversified Into niche mod- 
els. Mercedes-Benz's new 
SLK convertible is an attrac- 
tive two-seater, which, while 
not cheap. Is appreciably 
less pricey than its estab- 
lished SL two-seater. 

Both BMW and Mercedes- 
Benz have linked niche prod- 


ucts to foreign expansion. 
Both have built new facto- 
ries in the US to make cars 
predominantly for the Amer- 
ican market. Apart from 
reducing transportation 
costs, the plants offer a 
hedge against the currency 
fluctuations which have 
caused so much havoc. 

So far. only one of the new 
vehicles - BMW's Z3 con- 
vertible - has gone on sale. 
It has received a rapturous 
reception on both sides of 
the Atlantic. The signs are 
that Mercedes-Benz’s new V 
Class sports utility vehicle, 
which should appear next 
year, will prove as popular. 

The similarities between 
BMW and Mercedes-Benz 
extend to the risks they are 
taking to broaden their cov- 


erage. Both have decided 
they must expand beyond 
relatively expensive execu- 
tive cars to offer a wider 
choice. While niche vehicles 
such as the Z3 and the SLK 
go some way. they are only 
part of the solution. 

However, the two car- 
makers have chosen differ- 
ent ways to develop. BMW 
has bought Rover, the UK 
carmaker best known for its 
Land Rover vehicles. While 
Rover has almost doubled 
BMW’s output, it has given 
it a bootful of problems. 

Mercedes-Benz has opted 
for organic growth. It is 
developing two new cars 
which will greatly increase 
its coverage of the lower end 
of the market. 

Unlike its bigger rivals. 



The VW Polo is now even available in a mul t icoloured Harlequin version 


Porsche has no intention of 
moving too far downmarket 
After brushing with bank- 
ruptcy in the early 1990s. It 
is determined to specialise in 
high-performance sports 


cars. But even Porsche has 
recognised it must broaden 
its range - without compro- 
mising Its brand values, as 
happened in the late 1980s. 

Last month it launched 


the Boxster, its first new car 
for about two decades. The 
new convertible will be fol- 
lowed in about two years by 
a successor to the venerable 
911. 


Wage round s by Woffgang Munchau 


Autumn poker game begins 


The principal 
issue for 
employers is the 
country's high 
wage costs 

Game theory is an unlikely 
discipline to have emerged 
as a favourite in German 
economics departments, 
given the country's reputa- 
tion for risk-aversion. Rein- 
hard Selten. the economics 
Nobel laureate at the Univer- 
sity of Bonn, once said the 
German system of regional 
wage bargaining was a clas- 
sic application for a theory 
that deals with co-operative 
and non-co-operative strate- 
gies. 

Every year or two, Ger- 
man employers and trade 
unionists meet for the “wage 
poker game", where they set 
the wages and other contrac- 
tual rights and duties for the 
vast majority of German 
employees. The meetings are 
usually accompanied by 
threats and bluffs, and it has 
become a fine art for observ- 
ers to tell one from the 
other. 

The players themselves 
also act according to a set of 
standards and rules. Klaus 
Zwickel. president of IG Met- 


all, the engineering union, 
has been specifically trained 
in the art of wage negotia- 
tions, a field he has pursued 
for mo6t of his professional 
life. 

When Werner Stumpfe 
took over as president of 
Gesaxntmetall, the engineer- 
ing employers federation, Mr 
Zwickel welcomed the 
appointment of his opponent 
not because he sees him as 
easy prey, but because “he is 
a pro". 

The two sides have 
returned to their regular 
wage poker game this 
autumn. With 8,000 compa- 
nies and around 3m employ- 
ees, the organised engineer- 
ing sector Is the largest in 
Germany, and its outcome 
will reverberate on other 
sectors of the economy. 

The wage round is espe- 
cially difficult because the 
two sides are under heavy 
pressure from an increas- 
ingly hard-line membership. 

Mr Stumpfe even pulled 
the ultimate game card, 
when he said the outcome 
would not only determine 
wages but the future of the 
game of wage bargaining 
itself. Mr Stumpfe's threat 
reflects impatience among 
his members who feel they 
have been losing too many 


Construction: by Sheila Jones 


Life in the market yet 



There are signs 
/ii the recession may 

not be as deep, or 

- as long, as first 

. thought 

^ Prospects for ' the 

construction industry are 
' . .. good, bad or indifferent 

- depending on who you ask 
: ! ’ \ ^ and where you are. 

f ™ After its deepest recession 
* ‘ ' in post-war history, the 

industry is wary about say- 
ing the worst Is over. But 
i VitindlS - there are signs the recession 
^ may not be as deep, or as 

long, as economists first 
thought Fewer people now 
talk of a building crisis. 

Construction activity this 
year is expected to decline 
by up to 6 per emit the first 
foil since the country unified 
in 1990. Mere than 6,000 con- 
struction companies are 
expected to go bankrupt. 
Both employers and unions 
believe that 100,000 jobs will 
go this year, and more next 
year, adding to the 200,000 
German construction work- 
ers already out of work. 

Unification six years ago 
this -month brought with it 
explosive growth in the 
industry, particularly in the 
house-buDding sector. Mare 
th«ri . 2m housing comple- 
tions ware recorded between 
ISSO.and 1994 when the boom 
peaked. Construction activ- 
ity overall, already enjoying 
an upturn', soared into 
doubledigit growth. 

. The. Industry’s develop- 
ment differs sharply between 
east and west and between 
bonding sectors. In eastern 
Germ any, where public and 
private investment went into 
■ . building a modern capital 
. .. stock . “virtually from 

•'1 scratch” after unification, 
■' construction has become 
increasingly ■ important in 
overall- economic activity, 
says the Bundesbank in its 
latest analysis' of the sector. 
By last year, construction 
' accounted for 17 per cent or 
/■; •" - eastern -Germany’s gross 
- V ' domestic product, against 5 
per cent In the west. The 
Bank points' out that the 
tanihBxig heeds of eastern 
Gteniia&y have been much 
Sweater - than in west. 
*5®*’ the infrastructure is 
frtect. and 'the boosing stock 
^lafively: modem. 

Bopse^Hdldlag in western 

started to rise 
y; m fiis mid-1980s to 
accDn uuodate an influx of 
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immigrants, mainly from 
eastern Europe, followed by 
an Inflow of east Germans 
from the former German 
Democratic Republic. The 
great majority of housing 
completions in the 1980s and 
199% have been in the west. 
In the east, new house-build- 
ing rose sharply after unifi- 
cation, helped by special 
government measures to 
encourage the market and 
much activity has focused 
on rebuilding housing stock. 

Residential building 
accounts for about half of all 
building investment in the 
west. “Given its great 
weight, the trend in this seg- 
ment is a major dete rminan t 
of overall construction activ- 
ity,” says the Bundesbank. 
“The current weakening erf 
demand is part of a longer- 

Houslngcompletfrmii 

Ndmba^ ofcompietlons •. 
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the past three years, public 
construction investment in 
the west declined in absolute 
terms, according to the 
Bundesbank. 

In eastern Germany, 
meanwhile, public spending, 
mainly on the infrastruc- 
ture. has jumped since 1991 
by an estimated 115 per cent 
before inflation. Commercial 
and industrial building, also 
fuelled by transfer payments 
from west to east, grew 
strongly until last year, 
when overall demand began 
to falter. 

A range of factors are 
blamed far the decline of the 
industry: an inevitable slack- 
ening of demand following 
the boom years, overcapa- 
city because of the rush to 
build after unification, high 
labour costs, and the damp- 
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term undulating pattern of 
constantly alternating 
phases of expansion and 
slowdown.” By 1994, the 
housing market in western 
Germany appeared to be all 
but saturated and the con- 
struction boom turned 
quickly into recession. 
Driven by post-unification 
activity, construction overall 
in eastern Germany is expec- 
ted to peak only this year. 

Along with the housing 
market, commercial and 
industrial construction rose 
sharply in western Germany 
from the mid-1980s and dur- 
ing the unification boom- 
But investment in iHfustnal 
construction peaked in 1992. 
and felled ^ a * ter 

the 1993 economic recessron. 
Tfre supply of commercial 

properties increasingly out- 
stripped demand and the 

number of vacancies rose 

while rents declined. Pubhc 
spending on construction m 
thTwest. including road- 
building and avti engmeer- 
ing, also tailed off in 1982. hi 


piling effects of an overall 
slackening of the economy. 
In turn, government efforts 
to meet the Maastricht con- 
vergence criteria are cited as 
contributory factors. 

The decline in the indus- 
try this year is in part 
blamed on bad weather. Con- 
struction output in the first 
half of 1996 was down 14.5 
per cent year-on-year after a 
particularly harsh winter 
and a steep decline in the 
first quarter. The industry 
bounced back in the second 
three months, with an 
unprecedented 11.5 per cent 
rise in activity over the first 
quarter. 

There are grounds for both 
optimism and pessimism, 
says Arend Dikkers, analyst 
with Salomon Brothers. Just 
as residential house-building 
led the boom. Mr Dikkers 
believes that housing-related 
demand, which has been 
improving since December 
last year, “will continue to 
surmise on the upside". In 
particular, the underlying 


demand for smaller homes, 
typically for one- and two- 
family apartments, is strong. 
says Mr Dikkers, driven 
partly by continuing demo- 
graphic changes in the west 
and by real wage growth in 
the east. Recent changes in 
tax incentives for housing 
will be more favourable than 
expected and the market will 
continue to be one of the 
strongest in Europe, he 
believes. “The trends in lead- 
ing indicators for bousing 
construction, permits and 
new orders have turned into 
positive territory in the past 
few months." 

At the same time, activity 
in the commercial and indus- 
trial sectors will stay on a 
downward trend in the com- 
ing months. “Typically late 
in the economic cycle, com- 
mercial and industrial 
spending need general eco- 
nomic recovery to see a pick 
up,” says Mr Dikkers. Con- 
struction companies geared 
to the housing market, such 
as those in building materi- 
als. look well placed in a 
housing recovery. Many 
labour-intensive contractors 
and builders, more depen- 
dant on public and indus- 
trial spending, will continue 
to fo'pgiilqh. 

In the meantime, employer 
federations are urging the 
industry to modernise, to lift 
gfciua and to move into mar- 
kets beyond their borders. 
Karl Robl, director of the 
Federation for German Con- 
struction Trades, believes 
the government has to do 
more to help bring down 
labour costs to compete with 
cheap foreign labour - 
already, employers and 
unions are fighting over a 
reduction in workers’ sick 
pay entitlement. Mr Robl 
describes the move as "a 
very important step". And 
the unions are c a m p aign ing 
for a national mini m um 
wage to level the playing 
field with foreign workers - 
of which there are 300,000 in 
Germany - although 
employers are resisting. 

Mr Robl is among those 
predicting overall recovery 
in the industry by 1998, “but 
not before". He fears as 
many as 200,000 more jobs 
wifi be lost in the next three 
to five years, and more com- 
panies will close. 

But if the unification 
boom was shorter than the 
industry had hoped, there is 
life in the market yet, says 
Mr Dikkers. 


rounds in the past. As a 
result, everybody is sceptical 
from the outset. 

Mr Zwickel said the wage 
round would deal with 
“explosive" issues, and 
warned that the future of the 
welfare state was at stake. 

Mr Stumpfe was equally 
blunt. “There is no occasion 
for optimism. The content is 
massive. The views are wide 
apart. And both sides have 
to deal with high expecta- 
tions among their members. 
These talks will also deter- 
mine whether the German 
systems of regional industry- 
wide wage bargaining has a 
future.” 

The principal Issue for 
employers is the country's 
high wage costs. According 
to Gesamtmetall figures, the 
total hourly wage cost per 
worker in Germany was 
DM48.34 on average in 1995. 
of which DM21.65 was 
accounted for by indirect 
wage costs - social security 
payments, sick pay, fringe 
benefits and a host of other 
smaller items. 

Wage costs in other indus- 
trialised countries are signif- 
icantly lower: DM30.42 in 
Sweden, DM26.80 in the US 
and only DM22.12 in the UK. 
Moreover, British engineer- 
ing companies only pay 


DM6.32 an hour in indirect 
wage costs. 

The previous wage round, 
in the spring of 1995, is now 
seen as one of the reasons 
for the large and widening 
gulf between wage costs in 
Germany and elsewhere. It 
was then that Bavarian engi- 
neering employers agreed a 
deal to push wage costs up 
by ll per cent in the two- 
year period 1995/96. 

The deal set the trend for 
other regions, and was furi- 
ously criticised by several 
companies. A few have left 
the employers federations in 
protests. Others have threat- 
ened to leave, unless their 
negotiators do better this 
time. 

Gesamtmetall and its 
regional affiliates are under 
heavy pressure to achieve a 
deal that will not increase 
wage costs, or at least not 
increase wage costs beyond 
the rate of inflation. But 
with inflation at less than 2 
per cent, Gesamtmetall does 
not have much leeway. 

The employers are looking 
for a formula under which 
actual wages would rise in 
line with infla tion, with off- 
setting cuts in other wage 
costs elements, such as sick 
pay and bonus payments. 
Their bottom line, however, 


is a zero increase in total 
costs. 

IG Metall is asking for a 
package worth 4.5 per cent 
to 5 per cent Of that, just 
under 2 percentage points 
should go towards higher 
wages, and the rest towards 
new jobs. 

Even though the two sides 
agree that actual wages 
should only rise in line with 
inflation, they are still 
almost 5 per cent apart. 

Employers reject not just 
the size of the total claim, 
but specifically the demand 
that they create more mobs. 
The employers' federations 
argue that jobs are a matter 
for individual companies and 
not for federations. 

They also say that the best 
way to increase employment 
is to reduce the wage cost 
burden on German industry. 
This year, the industry lost 
around 130.000 jobs, many of 
which were lost due to 
investments by German 
companies abroad. 

Tied up with this package 
is the question of sick pay. 
On October 1, a new law 
came into effect to reduce 
minimum statutory sick pay 
from 100 per cent of wages to 
80 per cent. 

The issue has resurfaced 
in the wage talks, and nei- 
ther side seems ready to 
compromise. 

Sick pay adds another 
layer of complexity to what 


is already one of the biggest 
and most contentious rounds 
in a long time. 

Other contentious issue 
are holiday and Christmas 
bonuses, payments which 
employees received on top of 
their ordinary wages on the 
basis of a negotiated for- 
mula. 

The employers say it 
makes no sense for employ- 
ees to earn more money 
when they are on holiday 
than when they are not. 
Among employees, who have 
been receiving bonus pay- 
ments for decades, the pro- 
posed change is highly 
unpopular. 

The negotiations are 
expected to last for several 
weeks. Given the high 
stakes, neither side is ready 
to back down on any of the 
outstanding issues without 
at least appearing to have 
put up a fight. 

But despite the apparent 
difficulties. Gesamtmetall 
and IG Metall in the past 
always succeeded in con- 
founding the numerous scep- 
tics of Germany's system of 
regional wage negotiations. 
The system has proved sur- 
prisingly resilient, largely 
because the two sides are 
skilled gamblers with a fine- 
ly-tuned sense of when to 
push ahead and when to pull 
back. But not many people 
are betting that their luck 
will hold for ever. 
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Biotechnology: by Sarah Afthaus 


Energy: by Sheila Jones 


Making up lost ground High costs hinder industry 


Nowhere is the 
change in biotech’s 
image and fortunes 
more pronounced 
than in Germany 


After sleeping through much 
of the global biotechnology 
revolution of the last decade, 
Germany finally appears to 
have woken up. Government 
support, increasing venture 
capital activity and greater 
entrepreneurial enthusiasm 
have helped shake the sector 
into action. 

Furthermore, as the coun- 
try battles with 10 per cent 
unemployment, public oppo- 
sition to many areas of bio- 
tech appears to be waning. 
Germany, which employs 
about 40,000 of Europe's 
184.000 biotech workforce, is 
anxious not to miss out on 
the job and economic growth 
opportunities resulting from 
what is expected to be a 
multi-billion dollar market 
by 2000. 

“Nowhere is the change in 
biotech’s image and fortunes 
more pronounced than In 
Germany". Ernst & Young 
comments in its third 
annual report on the indus- 
try. 

Germany has a lot of 
ground to recover: while sev- 
eral of the big chemical 
groups, such as Bayer and 
Hoechst. have biotech activi- 
ties, there are only about 80 
companies involved solely in 
biotech, compared with 1,300 
in the US. The UK has more 
biotech companies than Ger- 
many and France combined. 
But Germany has not bowed 
out of the race. 

The country's entrepre- 
neurial sector is developing 
rapidly. In July. Qiage n, a 
small biotech specialist, 
became the first German 
company to list on Nasdaq, 
the computerised US stock 
exchange which specialises 
in high-tech companies. Mor- 
phosys. a Munich-based 
genetic drugs group set up 
in 1992, plans a listing 
within the next 12 months. 

A string of small research 
companies has also been set 
up over the past few years, 
mainly in the gene therapy 
sector. Recent newcomers 
included MediGene, a 
Munich-based company 


which is researching drugs 
for cancer and heart disease, 
and Cellgenix Technologie 
Transfer, a gene therapy 
company based in Freiburg. 
Ernst & Young says Ger- 
many now has more gene 
therapeutic companies than 
any other European country. 

Most of Germany's biotech 
companies employ fewer 
than 50 and have yet to 
reach profitability. However, 
they are busily negotiating 
licensing deals and alliances 
at home and abroad, latch- 
ing on to the trend among 
cost-conscious international 
drugs groups to put out 
more research to specialised 
companies. 

Simon Moroney, chief 
executive of Morphosys, says 
all his company's money 
goes into research and devel- 
opment at the moment but 
that Morphosys expects to 
reach “cash neutrality in the 
medium term’'. He says Mor- 
phosys has a licensing agree- 
ment with Boehringer Mann- 
heim, the German drugs 
group, and is close to a “sub- 
stantial therapeutically-ori- 
ented deal" with a big US 
chemical concern. 

Germany's big chemical 
and pharmaceutical groups 
have also been active over 
the last year. Indeed, 
AgrEvo, the agro-chemicals 
group owned by Sobering, 
the German drugs group, 
and Hoechst. recently 
bought a 75 per cent stake in 
Plant Genetic Systems, a 
small genetic research com- 
pany based in Amsterdam. 
The $550m price tag for the 
lossmaking group was a 
staggering 135 times turn- 
over. In addition, AgrEvo 
spent an undisclosed amount 
last month on a 20 per cent 
stake in a tiny plant 
research concern. Plant Tec, 
recently set up in Berlin. 

AgrEvo’s moves are an 
important show of confi- 
dence for plant biotechnol- 
ogy. a sector still fiercely 
opposed by environmental- 
ists. 

“Activists seem to have 
directed all their energies 
away from other areas of 
biotech research towards 
genetically modified plants 
and foods”, says Walter 
Schmutzler. head of AgrE- 
vo's field experiments in 
Germany. 


Germany has only 33 field 
experiments - compared 
with about 3,000 in the US - 
and 14 of these have been 
destroyed by enviromental- 
ists. 

Mr Schmutzler says activ- 
ists are becoming increas- 
ingly efficient at organising 
country-wide protests by 
using methods such as the 
Internet to spread details of 
the timing and location of 
new field experiments. But 
he remains defiant: “We will 
find a way for plant technol- 
ogy in Germany.” 

Meanwhile, public accep- 
tance of other areas of bio- 
tech is increasing. Ernst & 
Young comments that in 
Germany “the risk-benefit 
balance is swinging towards 
acceptance of the huge 
potential biotech has to offer 
cures for life-threatening 
and Incurable diseases”. 

Jozef Schell, a director of 
the Max-Plan ck-Institute for 
plant research in Cologne, 
says: “Health is closer to 
people's hearts than agricul- 
ture, so it's clear that the 
former should be a more 
readily accepted area of bio- 
tech among the public.” 

In addition to the 
improvement in the public 
image of the overall sector, 
the German biotech drive is 
also being fuelled by 
increased government 
support “Our aim is to make 
Germany the number one In 
European biotechnology by 
2000”, says Jhrgen Rdttgers, 
research minister. Ernst & 
Young notes that research 
and development spending 
on biotech accounts, at 
Ecul.45bn, for about 3.5 per 
cent of Germany's total R&D 
investment. 

Changes last year in the 
German genetic technology 
law have helped speed 
approvals for new products, 
and through its “BioRegio" 
competition, the federal 
government is offering 
incentives to regions with 
the best biotech infra- 
structure and investment 
ideas. The three BioRegio 
winners, to be announced in 
November, will receive up to 
DM50m each to invest in the 
industry. 

So far, the southern state 
of Bavaria appears to be 
making" the' " strongest 
commitment to biotech, 


although North, Rhine- 
Westphalia. Badezt- 
Wttrttemberg and Berlin 
have also been promoting 
the sector strongly. 

Over the last year, Bavaria 
has invested DM28m in a 
biotech centre near M u nic h 
and has established a risk 
financing fund, Bayern 
Kapital. which plans to 
match on a one-for-one basis 
money invested by venture 
capitalists in the sector. 

The infrastructure is in 
place in Bavaria... the sheer 
sums of money being put up 
here put other. [German] 
regions somewhat in the 
shade”. Mr Moroney says. 

Increased venture capital 
activity is also providing an 
impulse in the industry. 
However, there are still only 
a few venture capital 
companies in Germany with 
a strong biotech interest. 
These include Atlas Venture, 
the Dutch-owned group. 
Techno Venture Manage- 
ment in Munich, and the 
Stuttgart-based Technostart 

The lack of local exit 
possibilities is the main 
obstacle for venture 
capitalists. Hopes are 
therefore being pinned on 
Easdaq, the pan-European 
stock market which has just 
opened, and the “Neuer 
Markt”. the new small 
company market planned by 
Deutsche Btirse, which runs 
the Frankfurt stock and 
futures exchanges. 

“There’s not a lot more 
that can be done now to 
improve conditions for 
venture capitalists: what we 
need now is a few more 
success stories for biotech 
companies and then they 
will see they have exit 
opportunities,” says Mr 
Moroney. One such success 
story was the listing in June 
by Genset on the Nouveau 
Marche, the French small 
company exchange, and 
Nasdaq, he says. 

Experts say Germany is 
unlikely to overtake the UK 
in this decade as the leader 
in European biotech, but the 
gap is certainly closing. “It’s 
not a question of whether 
it’s too late to catch up. we 
won’t allow it to be. Once we 
Germans get started, we’re 
difficult to stop", says Peter 
Stadler. bead of biotech 
development at Bayer. 
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In today’s 


INTERNATIONAL 


CAPITAL 



MARKETS, THERE’S 


* * • v.'v 1 


NO SUBSTITUTE 


FOR QUALITY - AND 


These are just two reasons why Landesbank Rheinland -Pfalz is going from 


strength to strength in international markets. One of Germany's prominent 


GOOD TIMING. public-sector financial institutions, Landesbank Rheinland-Pfalz is a universal 


bank with total assets of more than DM 70 billion and core businesses In long- 


term lending and real estate financing. To refinance its specialized loan portfolios, the Bank has 
become a regular issuer in international debt markets - raising funds in various major currencies. 
An active investor itself, Landesbank Rheinland-Pfalz is also a respected address for institutional inves- 


tors who value the Bank’s expertise in asset management. 


For a solid banking partner committed to quality and good timing in international capital markets, con- 


sider Landesbank Rheinland-Pfalz. 


Landesbank Rheinland-Pfalz 
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Pressure from the 
manufacturing 
sector is forcing 
the government 
to act 


Suppliers in Germany's 
electricity Industry have 
grown prosperous in a 
highly regulated market. 
Cosy relationships between 
buyers and sellers have 
underpinned strong growth 
in revenues. But the market 
is changing. 

For years, German indus- 
try has complained that its 
competitive position is being 
hampered by excessively 
high energy costs. Energy-in- 
tensive sectors, such as the 
chemical industry, have 
been especially vocal, along 
with small- and medium- 
sized companies. Lacking 
influence to negotiate big 
discounts, smaller compa- 
nies pay up to 50 per cent 
more for electricity in Ger- 
many than in the UK and in 
France. Even Germany's big 
industrial users, which nego- 
tiate the best prices, are pay- 
ing substantially more for 
electricity than elsewhere in 
Europe. 

Other factors have contrib- 
uted to high energy costs. 
These include levies on elec- 
tricity to subsidise the 
domestic coal industry, and 
political opposition in some 
German states to the use of 
nuclear energy which has 
left newly-built plant idle. 

Driven by pressure from 
Industry and by an ideologi- 
cal commitment to liberalis- 
ation. the government is 
beginning to act The coal 
levy on electricity has 
ended, and legislation is 
being prepared to open the 
market in gas and electric- 
ity. Germany has been a 
main driver in the European 
Union to deregulate across 
Europe. Prices are falling. 

When the “coal penny” 
levy was removed in Janu- 
ary. electricity prices for 
west German industrial 
users fell by 12.5 per cent 
overnight, according to esti- 
mates from BZW Deutsche. 
The levy had forced the utili- 
ties to buy a certain amount 
of domestically-produced 
hard coal at well above 
world market prices. 

Even before the removal of 
the levy, electricity prices 
had started to fall in a rela- 
tively flat market According 
to BZW Deutsche, prices for 
industrial customers have 
fallen by a third in real 
terms in the past 10 years, 
driven mainly by the negoti- 
ating power of bigger cus- 
tomers. But prices remain 
high compared to other 
countries. 

The German energy indus- 
try is extremely fragmented. 
It is dominated by nine 
regional utilities, which gen- 
erate about 60 per cent of the 
country's electricity. The big 
o pera tors, among them 
RWE. VEAG, Bayernwerk 
and PreussenElektra, gener- 
ate, supply and distribute 
electricity, and they control 
the national grid. Hundreds 
of municipal and local utili- 
ties. owned jointly by local 
authorities and the big nine 
operators, account for 30 per 
cent of generation. The rest 
is produced by the big indus- 
trial users which have their 
own power plants. 

Concession agreements 
between the dominant utili- 
ties allow each the sole right 
to service a particular 
region. Id addition, munici- 
pal and city governments 
are allowed, under an 
exemption in the anti-cartel 
law. to agree with the utili- 
ties exclusive long-term sup- 
ply contracts - typically 20 
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Germany's big industrial users pay more for electricity than users eteewhare in Europe 


Utilities: regional mar ket s 
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years - for a fee. Access fees 
- an estimated DM6bn is 
paid annually - represent an 
important source of income 
for the municipalities. 

The pressure for change 
has escalated. The German 
cartel authorities are being 
more aggressive in challeng- 
ing territorial monopolies. 
They recently ruled against 
a 20-year exclusive supply 
contract between RWE and 
the town of Nordhorn. RWE 
is challenging the ruling 
under national regulations 
and in Brussels. 

The biggest industrial cus- 
tomers are increasingly com- 
missioning their own power 
plants to secure lower prices. 
The utilities, anxious to hold 
on to their customers, are 
responding with discounts. 
Stadwerke Mainz, the city- 
owned monopoly, recently 
secured a contract to build a 
power plant for Adam Opel, 
which builds cars near the 
city. RWE has agreed terms 
to build a plant for one of its 
biggest customers, BASF. 

In all, there are about 900 
electricity utilities, many of 
which are likely to be swal- 
lowed up in the competitive 
environment of a newly-lib- 
eralised market. 

The government's draft 
energy bill is more wide- 
ranging than the EU legisla- 
tion. aiming for complete lib- 
eralisation. It gives third 
parties access to the national 
grid, allowing consumers 
and distributors to buy from 
any supplier. It outlaws ter- 
ritorial monopoly agree- 
ments between the utilities 
and it strips away the legal 


protection that allows exclu- 
sive supply agreements, 
although local authorities 
will still be allowed to 
charge non-exclusive com- 
mission fees. 

GUnter Rexrodt. the eco- 
nomics minister, had hoped 
the legislation would be in 
place by the end of this year, 
although that timetable is 
slipping because of opposi- 
tion particularly from 
municipal governments. 
Implementation might now 
coincide with the start of the 
ElTs staged timetable for lib- 
eralisation. 

Germany, with the UK and 
the Netherlands, pushed 
hard in EU talks in June for 
legislation to open the EU 
energy market to full compe- 
tition. The talks ended in a 
compromise that opens the 
market in stages beginning 
in January next year. About 
23 per cent of national mar- 
kets must be open by 1999, 
27 per cent by 2000. and 83 
per cent by 2003. 

Because its own legislation 
opens the energy market 
fully. Germany insisted on a 
clause that allows foreign 
competitors into other mar- 
kets only where there is 
equal access to the competi- 
tor’s market. In particular, 
Bonn was concerned that 
French state producer Elec- 
tricit6 de France should not 
be allowed to enter its mar- 
ket while German companies 
had limited access to France. 
The reciprocity clause will 
exist at least until 2006. 

“A fully open market 
would, of course, have been 
the best solution, ” says a 


Bonn official. “Then we 
would not have needed the 
protection clause. But at 
least we have made a deci- 
sion, and we have set down 
a clear definition of the lev- 
els of liberalisation 
required.” 

As national and EU liber- 
alisation take hold, electric- 
ity prices for industrial users 
in Germany will fail by as 
much as 20 per cent, says 
Limn Reinhardt, an analyst 
with BZW Deutsche. But 
household prices, which 
already compare favourably 
within Europe, are likely to 
stay around present levels. 

“Industry will be the 
greatest beneficiary. There 
will be a massive consolida- 
tion in the industry - it's 
already happening - and 
prices will come down for 
industrial customers,” says 
Ms Reinhardt. 

Hie big utilities will cut 
costs, shed labour and trim 
back the “extremely high 
degree" of operating quality 
to gear up to the competi- 
tion, she says. They are also 
likely to sweep up scores of 
the smaller utilities. “The 
smaller companies don’t 
have the economies of scale 
and they will suffer.” 

For the dominant utilities, 
the reserves built up after 
years in a protected market 
will cushion the early effects 
of falling prices. The nim- 
blest utilities look set to gain 
most. ■ 

Much will depend on the 
aggressiveness with which 
Germany’s regional monopo- 
lies, and its foreign competi- 
tors, tackle the country’s 
newly-opened markets. 
France, for example, looks 
well placed on Germany’s 
border to sell its relatively 
low-cost, subsidised nuclear 
power, into Germany. 

The future shape of the 
market will also depend an 
the way national and EU 
authorities police the new 
regime. ’ 

Germany wants an open 
market, but it also wants a 
level playing field and will 
continue to push hard for 
other countries to open their 
markets, too. 
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IMIEDERSACHSEN - the second largest state in 
Germany. The location in the middle of Europe 
with a lot of concrete advantages. 
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../Dear Reader, 



... \; T ^ ie F^ncial Times publishes country, industry and financial surveys (ie. separate editorial features) 
-.several times per week. In order to help ensure that these meet your needs as a reader, we have 
t ?° in hiJSSic»ned-Framework, an independent market research company, to conduct a research project 

< ; v ' ' ; -?!^ ase C0ldd y ou kelp 113 by taking a few minutes to complete this questionnaire, fold, seal and return 
:'y :.; - : it to tfae research company using the International Business Reply Service - you do not Deed a stamp 
‘; '> = pr an .envelope. 

. . . research results will be used by our editorial and marketing staff. Your reply will be treated in the 
strictest confidence as guaranteed by the code of conduct of ESOMAR (the European Society for 
.Opinion and Marketing Research). We do not need you to provide your name, address or company 
.V '-/details. 

' : : / y° u have any further comments about this, or other FT surveys, please do not hesitate to write to 
■rj" Mf-rae directly. 

.Thank you for your help. 

• x Yours sincerely. 


ZLy 







RHYS DAVID 
SURVEYS EDITOR 


YOUR READERSHIP OF THE FINANCIAL TIMES 


1.; How often do you usually read or look at: 

a. Monday to Friday issues of the Financial Times? 

b. Saturday issues of the Financial Times? 


Very frequently - at least 4 issues out of 5 

Quite often - 2 or 3 issues out of 5 . 

Less often ... 

Never 


Monday to 
Friday (7) 


Saturday 

□ 1 

□ 2 

□ 3 
Q4 


2. Where do you usually read the Financial Times? (please tick all that apply) 


Monday to 
Friday (9) 


Saturday 


At work _ — 

At home - - — 

While travelling ... _ 

Elsewhere — 


The Financial Times publishes surveys most days each week, either within the main body 
of the newspaper, or as separate sections. On average, assuming five FT surveys are 
published per week, how many do you read or look at (either on the day they are 
published or at a later date)? 

none less than 1 1 2 3 4 5 (ii) 

□ □□□□□□ 


YOUR READERSHIP OF THIS FT SURVEY 


The following questions relate to this South Africa survey. 

4. How much of the South Africa survey did you read/do you expect to have read once you 
have finished with it? 

All — . < 12 > 

Almost all - ^ 2 

About half - - ^ 3 

Less than half - — ^ 4 

Did not read it - skip to Q1 1 - - Qs 


5 Apart from yourself, how many other people will read your copy of this survey? 
None 2 3-4 5-9 10+ don’t know 

q □ □ □ □ □ a 

6a. What will you do with this survey once you have finished reading it? 

Keep the copy or selected pages for further reference □ 1 

Pass it on to a colleague - — - — * 

Throw it away - skip to Q7 — — 


fib. If this survey is kept for future reference, where will it be kept? 

In the company Irbrary/another central location — g ^ 

in your own office — — a3 

; In another office/department — — q 4 

: At home - — q s 

. Elsewhere — — — 

7. A number of statements am written below which migWapp'ytothe Smrih Africa survey. 

Please indicate how strongly you agree or disagree with each statement- 


Agree 
strongly 

1 

□ 

; It Is well written — — - - _ 

; . ; flcontains information which is new to me 

.-:!£& useful to me in my work - 

_ It is well laid out and presented 

*; It is authoritative and credible - 

ft is ^dependent and unbiased 

• it is up to dale - - 

£ ^ Overall, how would you rate the South Africa s “™ey? 
-Excellent Very Good 

• a r 

'■ -• T: • /, ' 2 


Agree 

slightly 

2 

□ 

□ 

□ 

□ 

□ 

□ 

□ 


Disagree Disagree 
slightly strongly 


9. Are there any other comments you have about this survey? (please write in) 


10. Which, if any, of the advertisers listed below do you remember seeing In this survey? 


Anglo American Corporation El 1 

SAA (South African Airways) □ 6 

ABSA Bank 

□ 2 

South Africa Reserve Bank 

□ 7 

Standard Bank 

□ 3 

Forbes Financial 

□ 8 

Hambros Bank Limited 

□ 4 

Barlow Limited 

Q9 

Transnet Limited 

□ 5 




ABOUT FT SURVEYS IN GENERAL 


11a. Which, H any, of the following surveys published recently by the Financial Times did you 
read or look at? 

Power in Asia _ - - □ 1 (28 

Europe's Most Respected Companies □ 2 

International Telecommunications .... . O 3 

Venture & Development Capital .. — Q 4 

Chemicals - - □ 5 

UK Rail Privatisation - Q 6 

World Economy/IMF □ 7 

None of these Q 8 


llb-Which, If any, of the Africa surveys published earlier this year, did you read or look at? 

Uganda (April) _ □ 1 (2! 

Banking & Investing in Africa (May) □ 2 

Ghana (July) . □ 3 

None of these - - □ 4 

12. A number of statements are written below which might apply, in general, to the range of 
surveys produced by the Financial Times. Please indicate how strongly you agree or 
disagree with each one. 

Agree Agree Disagree Disagree 

strongly slightly slightly strongly 

12 3 4 


They cover a wide range of topics 

They provide information 1 cannot find elsewhere/ 


They are better than those produced by other 
publications 


They are accurate and up to date 

13. In general, how would you rate FT surveys? 

Excellent Very Good 

Q □ 


14. In which subjects or geographical areas are you particularly interested? 
(please include any which are not currently covered by the Financial Times) 


□ 

□ 

□ 

□ 

(30) 

□ 

□ 

a 

□ 

(31) 

□ 

□ 

□ 

□ 

(32) 

□ 

□ 

□ 

□ 

(33) 

□ 

□ 

□ 

□ 

(34) 

□ 

□ 

□ 

□ 

(35) 

> 

□ 

□ 

□ 

□ 

(36) 

□ 

□ 

□ 

□ 

(37) 

Fair 


Poor 


(38) 

□ 


□ 




15. In which. If any, of the following ways do you use FT surveys? (please tick all that apply) 

As a briefing before visiting the country or region featured □ 1 (42) 

As a part of your background research on a particular project Q 2 

To keep you up to date with a particular industry, country or region □ 2 

To incorporate into presentations, reports or other documents Q 4 

To show clients, suppliers or other contacts □ 5 

To keep you generally informed □ 6 

In other ways (please write in) □ 7 

16. How do you generally find out about forthcoming FT surveys? 

I look at the Guide to the Week (in Monday's paper) □ 1 (43) 

I see the advance notices in the paper Q 2 

I receive an advance topic list from the Financial Times □ 2 

I just come across them on the day of publication □ 4 

Editorial contact - □ s 

Advertising contact □ 6 

PR contact □ 7 

Other □ b 

17. In which of the following ways have you obtained copies of FT surveys? 

(please tick all that apply) 

In your own or someone else's copy of the paper □ 1 (44) 

Had it passed on to you by a colleague O 2 

In a library, archive or similar place □ 3 

Via www.FT.com (the Financial Times on the Internet) .. - □ 4 

On computer disc □ 5 

On microfiche □ 6 

Via FT Profile □? 

Purchased a back copy from the Financial Times □ 8 

18. Have you ever contacted a company or organisation as a result of seeing an article or 
advertisement in an FT survey? 

Yes - after reading an advertisement □ 1 (45) 

Yes - after reading an article □ 2 

No □ 3 

19. If FT surveys were available electronically, in which of the following formats would you be 
interested? 

Computer diskette CD Rom Via the Internet None of these ( 46 ) 

□ □ □ □ 

12 3 4 

THANK YOU FOR COMPLETING THE QUESTIONNAIRE 
PLEASE FOLD AND RETURN fT TO FRAMEWORK AT THE ADDRESS OVERLEAF 
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■ Medial by Frederick StOdemann 


Television giants 
battle for viewers 


Corporate governances by Andrew Fisher 


Two-tier system under scrutiny 


Bertelsmann and 
Kirch are busy 
positioning for 
the new digital • 
pay-TV market 

Within the German media, 
. all eyes this year have been 
cm- television as two of the 
conritfry's big operators, 
Bertelsmann and the 
Munich-based ' KirchGroup, 
have-battled for .control over 
tbe_ coming market far digi- 
tal pay-TV. 

, The two compares, which 
between them already con- 
trol much of the commercial 
free-to-air television sector, 
have spent much of the year 
drifting in and out of strate- 
gic.’ alliances, investing 
heavily in the technology 
needed.' for digital television 
and making several Holly- 
wood studios considerably 
richer through expensive 
programme rights deals. 

The driving force behind 
all. this has been the assump- 
tion that within the next five 
to 10 years Germany's 32m 
television households will 
develop an expensive taste 
for digitally-transmitted 
pay-TV channe ls devoted to 



Leo Kirch: biwesting heavily in 
tecfaiology for digital TV 

sports, films, documentary 
and life-style programmes. 

Digital transmission 
allows for many, many more 
channels to be offered to 
viewers, who can tailor- 
make their own "bouquet” of 
programmes, as well as some 
interactive features, such as 
access to film libraries and 
choice over the start of pro- 
gramme times. Analysts 
forecast that in 2006 there 
could be nearly 6m digital 
households in Germany, gen- 
erating digital pay-TV reve- 
nues of around DM2bn 
($L3bn) out of total televi- 
sion market sales of 
DMISbn. 

So far the result appears to 
be victory for Kirch. Having 
spent an estimated DM9 -3bn 
on programming, Kirch has 
secured nearly all the digital 
pay-TV rights to Hollywood 
output and thereby effec- 
tively starved Bertels mann 
out of the market. With its 
digital pay-TV channel DF-1, 
launched in July and co- 
owned with British Sky 
Broadcasting. Kirch got to 
the market first 

Bertelsmann, meanwhile, 
saw its plans for a grand alli- 
ance of European broadcast- 
ers collapse when BSkyB 
pulled out of a joint-venture 
with the German company 
and Canal Plus of France. 
Relations between Bertels- 
mann and Canal Plus were 
subsequently strained when 
Bertelsmann announced the 
merger of its television and 
film subsidiary Ufa with 
CLT of Luxembourg, a com- 
petitor to Canal Plus in 
France. 

Canal Plus hit back in Sep- 
tember with the surprise 
announcement that it was 
merging with NetHold. a 
pan-European broadcaster. 
The merger not only made 
Canal Plus, whose digital 
pay-TV chann el in France 
already has 100,000 subscrib- 
ers, Europe's biggest pay-TV 


operator, but also gave it 
control over the two decoder 
systems, Seca and Irdeto. 
needed for pay-TV. 

Seca is a joint-venture 
between Canal Plus and 
Bertelsmann; Irdeto is a 
NetHold subsidiary. In Ger- 
many, Kirch uses Irdeto. 
while Bertelsmann had com- 
mitted Itself to Seca. 

Partly as a consequence of 
this, Bertelsmann also then 
had to contend with the 
unravelling of MMBG. a con- 
sortium it had helped estab- 
lish to agree an a technologi- 
cal standard for digital 
pay-TV. Last month, Deut- 
sche Telekom, which will be 
partially privatised next 
month, announced it was 
pulling out of MMBG, in 
which it was the main share- 
holder, to concentrate on 
marketing its own cable tele- 
vision network. The move 
prompted other MMBG 
shareholders, who include 
Canal Plus, the Daimler 
Benz subsidiary Debis and 
Germany’s public sector 
broadcasting networks, to 
announce their own proba- 
ble exit from the venture. 

Left with little room for 
manoeuvre. Bertelsmann 
announced it was postpon- 
ing its digital pay-TV activi- 
ties, which were to be based 
around a new network called 
Club RTL. Instead, Bertels- 
mann intends to concentrate 
on its free-TV interests and 
Its stake in Premiere, an 
analogue subscription chan- 
nel which is jointly owned 
with Canal Plus and Kirch. 

It is not only Bertelsmann 
which has gone cold on digi- 
tal pay-TV. Pro Sieben. Ger- 
many’s third largest com- 
mercial network and in 
which Mr Kirch’s son 
Thomas h«g a stake, has also 
scrapped its digital pay-TV 
plans. 

While Bertelsmann's move 
may have been somewhat 
forced, it also reflects grow- 
ing caution about the true 
rewards of digital pay-TV. 
Michael Domemann. head of 
Bertelsmann’s entertain- 
ment division, says he 
doubts that German house- 
holds are so willing to pay 
out more for television. “If 
you add up all the costs, the 
television licence fee. the 
cable subscription charges, 
the price of a decoder box 
and then the charges for 
pay-TV services, you quickly 
arrive at a monthly figure of 
around $100", he says. 
“That’s a lot to ask." 

Evidence appears to sup- 
port this view. With around 
30 free-TV channels cur- 
rently available on cable, the 
preferred method of delivery 
for around half of all televi- 
sion households, German 
viewers are already spoilt for 
choice. Surveys show great 
reluctance to spend more 
money on television. ' 

Premiere has also showed 
how difficult it is to entice 
viewers to pay for program- 
ming. After five years and 
DM700m of investment, the 
channel, which now has 
1.3m subscribers, is just 
about breaking even. 

For Kirch, the problem is 
that it does not have that 
much time. Accor ding to a 
study by Morgan Stanley, a 
further DMJL26bn will need 
to be invested in DF-I before 
it breaks even. Industry 
observers reckon that the 
company, which is notori- 
ously secretive about giving 
out figures, will need 2m 
subscribers on DF-1 to make 
its investment pay. So far it 
5.000, and its goal of 
attracting 200.000 by the end 
of the year looks increas- 
ingly unrealistic. By compar- 
ison, BSkyB has program- 
ming commitments of $3.3bn 
and more than 5m subscrib- 
ers. , 

But for Kirch the case of 
BSkyB in Britain is instruc- 
tive. There, the start-up 
costs for the network, then 
called Sky Television, were 
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horrendous and its losses 
helped push the parent com- 
pany, News Corporation, to 
the brink of bankruptcy. Yet 
once the threat from a rival 
satellite network, BSB, was 
eradicated through a merger. 
Sky gradually established 
itself as a highly profitable 
b u siness. 

Translated to Germany, 
this presents the scenario of 
Kirch bringing DF-1 closer to 
Premiere. This is certainly 
what Bertelsmann is press- 
ing for in its continuing 
talks with Kirch. On paper it 
would be a logical move. 
Both are already sharehold- 
ers in Premiere, which has 
the subscribers and could be 
gradually evolved into a digi- 
tal network. 

One problem, however, is 
what to do with BSkyB, as 
the German cartel office 
said it would recommend 
that the European Commis- 
sion block any attempt to 
bring the UK company into 
Premiere. 

A further uncertainty is 
the position of Deutsche 
Telekom. The company 
clearly intends to capitalise 
on its cable network, which 
is the key distribution 
means for broadcasters. 


The government 
has put forward 
proposals, but 
these can hardly 
be called radical 

The normally smooth 
functioning of the German 
economy - with growth 
rates and a record of stabil- 
ity envied the world over - 
is often interrupted by cor- 
porate scandals and disas- 
ters which call into question 
the way German industry is 
managed. 

Long regarded as a model 
to be emulated rather th.in 
criticised, the two-tier board 
system of executives and 
non-executives has come 
under increasing scrutiny at 
home and abroad as compa- 
nies struggle to meet fierce 
world-wide competitive pres- 
sures. For while the combi- 
nation of management (Vor- 
stand) and supervisory 
(Aufsichtsrat) boards has 
contributed considerably to 
post-war prosperity, some 
executives now regard it as 
more of a hindrance. 

In the past, corporate 
upsets could mostly be 
sorted out behind closed 
doors through Germany’s 
time-honoured consensus 
method. But in today's more 


open business climate, this 
Is increasingly bard to do. In 
fact, part of the problem 
may be that the very 
attempt to sort matters out 
quietly and away from the 
public eye has simply 
delayed crises and increased 
their eventual impact. 

Among problem compa- 
nies that have hit the head- 
lines recently are KlOckner- 
Humboldt-Deutz. Metall- 
gesellschaft and Bremer Vul- 
kan. The three cases are 
very different but each con- 
tains some mixture of exag- 
gerated ambition, manage- 
rial incompetence, the 
hiding of crucial facts and 
inadequate supervision. 

The government has pro- 
posed corrections, but these 
can hardly be called radical. 
The justice minis try wants 
supervisory boards to be 
strengthened by restricting 
tbe number of mandates a 
person can hold. It also 
wants to limit the size of 
supervisory boards - con- 
taining management and 
labour representatives under 
Germany’s system of co-de- 
termination - and give them 
rather than the management 
boards the responsibility for 
appointing and overseeing 
auditors. 

Understandably, the gov- 
ernment is not keen to 


tamper too much with the 
two-tier board system which 
has proved its worth. In 
cases where criminal activ- 
ity had occurred, experts at 
the ministry feel legal 
changes to stiffen the work- 
ings of supervisory boards 
would be of little use. They 
believe instead that non-ex- 
ecutives should have more 
time to do their work effec- 
tively - one obvious way 
being to cut down on indi- 
vidual mandates - and be 
drawn from a wider circle. 

This touches on the role of 
the banks, which provide 
man y haarig and members of 
supervisory boards. In two of 
the above cases. Metall- 
gesellschaft (the metals, 
chemicals and trading 
group) and KHD (engineer- 
ing). it was Deutsche Bank. 
Germany’s biggest, which 
came in for tbe bnmt of crit- 
icism. Both cases have cost 
the h ank money and time, as 
well as denting its image. 
But other big banks such as 
Commerzbank (involved as a 
lender with Bremer Vulkan. 
the bankrupt shipyard) and 
Dresdner Bank (also con- 
nected with MetallgeseU- 
schaft) have been drawn into 
such crises, too. 

Not surprisingly, banks 
are keen to cut down their 
exposure to such corporate 


horror stories. Deutsche 
Rank said last year it was no 
longer taking on any new 
supervisory board chairman- 
ships since many companies 
needed non-executive chair- 
men with wide-ranging 
industrial rather than finan- 
cial experience-. 

Linked with the discussion 
of corporate governance is 
the growing adoption among 
German executives of a com- 
mitment to shareholder 
value, although this concept 
tends to be viewed differ- 
ently in Germany than else- 
where. As companies spread 
into more markets and 
become more vulnerable to 
competition - and their 
increasingly international 
shareholders demand better 
returns - greater attention is 
being paid to the needs of 
those who own the equity. 

More and more companies, 
including banks and insur- 
ance companies, are stating 
publicly the rates of return 
on equity they aim to pro- 
duce. Veba. which has long 
taken tbe notion of investor 
relations more seriously 
than many other German 
companies, has committed 
itself with some zeal to the 
idea of shareholder value. 

Ulrich Hartm ann , chair- 
man of the energy and tele- 
communications group, told 


shareholders that this was 
“the guide-line of our corpo- 
rate policy". However, he 
gave it a typically German 
twist by linking it to the 
long-term well-being of both 
shareholders and employees 
through the need to achieve 
a steady increase in the com- 
pany's value. This involved 
not just cost-cutting but also 
strategy for the future. 

This may be called having 
it both ways - the 
Anglo-Saxon definition of 
shareholder value being 
much more bard-nosed than 
tbe more consensus-oriented 
German view - by putting 
the interests of shareholders 
and employees in the same 
category. Ultimately, both 
categories of “stake-holder’’ 
have the same desire: the 
health of the company. But 
the means to that end can be 
argued about incessantly. 

Mr Hartmann said most of 
Veba’s institutional share- 
holders. includin g those in 
Britain and the US. did not 
just want to earn a quick 
D-Mark but invested for the 
long term. What the big 
institutions sought was a 
steady increase in capital 
value. 

German and Anglo-Saxon 
attitudes to corporate gover- 
nance can thus be said to be 
coalescing. 
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Foreign policy: by Frederick Studemann 


Global influence strengthens 


The senior 
economic power 
in Europe is 
seeking a bigger 
international role 


The old adage of Germany 
being an economic giant but 
a political dwarf is no longer 
true. Since unification in 

1990 Germany has become 
increasingly assertive in its 
foreign policy. 

Germany is the senior eco- 
nomic power within the 
European Union, an Influen- 
tial voice is central and east- 
ern Europe and, through the 
United Nations where it 
wants a permanent seat on 
the Security Council, is lob- 
bying for a bigger say in 
international affairs. 

Another watershed was 
crossed last year when Ger- 
many sent Bundeswehr sup- 
port troops to Bosnia as part 
of the international peace- 
keeping effort there. Now it 
is set to follow this up with 
fully-armed combat troops, 
the first time such forces 
will have been sent beyond 
Germany's borders since the 
end of the second world war. 
All this has come about 
despite long-standing reser- 
vations at home and abroad 
about the wisdom of sending 


soldiers to an area where the 
Wehrmacht once raged. 

But while the overall tran- 
sition in foreign policy may 
be remarkable it has also 
been far from smooth and is 
still fraught with difficulties. 

The most obvious of these 
is that while Germany's eco- 
nomic might means it is now 
expected to play a bigger 
role on the international 
stage, by doing so It runs the 
risk of reviving old fears of 
bossiness and potential 
aggression. 

In the immediate years 
after unification Germany 
received a sharp reminder of 
the difficulty of such a pre- 
dicament. During the Gulf 
War In 1991 Germany’s lack- 
lustre involvement in the 
coalition against Saddam 
Hussein - it provided cash 
and sent a few support 
troops to Turkey - earned it 
a rebuke for shirking its 
international duties. 

A year later German agita- 
tion for the recognition of 
Croatia and Slovenia led to 
accusations of accelerating 
the break-up of the former 
Yugoslavia and suggestions 
that Germany was returning 
to old alliances in the region 
where it had once sustained 
a Croatian puppet state. 

Closer to home relations 
with the Czech Republic con- 


tinue to be strained due to 
the restitution claims of 
Sudeten Germans, who were 
expelled from Czechosla- 
valtia after the second world 
war and are now a vocal 
minority in the Christian 
Social Union, the Bavarian 
sister-party of Chancellor 
Helmut Kohl’s Christian 
Democratic party. 

History and geography 
have an enduring influence 
on the making of German 
foreign policy. The urge to 
prove that modem Germany 
is different from that of half 
a century ago is one of the 
underlying tenets of policy. 
Another is the wish to avoid 
the geopolitical constella- 
tions which partly made that 
aggression possible. 

“We must - partly because 
of our past and partly 
because of our position, sur- 
rounded as we are by nine 
neighbours - always be 
aware that if we do too 
much we will prompt wor- 
ries and concerns among our 
neighbours and I don’t think 
we should do that," says 
President Roman Herzog. 

The answer to this prob- 
lem has been to embed Ger- 
man foreign policy in the 
higher plain of European, 
transatlantic and interna- 
tional policy-making. “No 
singular role, no going it 


alone” is a common refrain 
from the foreign ministry. 

European integration, not 
just of the existing members 
of the EU but also of Ger- 
many’s neighbours to the 
east. 2s at the top of Chancel- 
lor Helmut Kohl’s agenda. 
The alternative, the chancel- 
lor has suggested, is a return 
to the chaos of conflicting 
alliances and with that the 
possibility of war. 

But the interest in Euro- 
pean integration is not just 
about removing residual 
fears of an overly-powerftil 
Germany. It is also seen as 
the means for delivering the 
other main goals of German 
foreign policy - stability and 
trade. 

Here Germany seems to be 
trying to be all things to all 
men as witnessed by its rela- 
tions with central and east- 
ern Europe, an increasingly 
bigger destination for Ger- 
man investment. Because 
Germany wants political and 
economic stability on its 
eastern borders, it wants to 
see countries such as Poland 
and the Czech Republic 
bound into hitherto western 
structures such as the Euro- 
pean Union and Nato. At the 
same time and also for rea- 
sons of stability, good rela- 
tions with Russia. Europe’s 
only super-power, are vital. 


Given the tensions 
between Russia and its erst- 
while satellites in eastern 
Europe, reconciling the two 
Is at times akin to doing the 
splits, Klaus Kinkel. the for- 
eign minis ter has said. For 
now, Chancellor Kohl can 
use his good relations with 
President Boris Yeltsin to 
reassure Russia over issues 
such as the eastward expan- 
sion of Nato. How relations 
will be conducted in the 
future when one or both 
leaders are no longer in 
office remains to be seen. 

Germany's anxiety to pro- 
tect its trading interests has 
sometimes also created awk- 
ward moral dilemmas. Ear- 
lier this year relations with 
China, for which Germany is 
the largest European trading 
partner, were soured when 
the Bundestag, the lower 
house, passed a resolution 
condemning China’s treat- 
ment of Tibet. As a result an 
invitation for Mr Kinkel to 
visit China was withdrawn. 
There has since been a rap- 
prochement and Mr Kinkel 
has been re- Invited while 
another invitation has been 
extended to President Her- 


zog. 

Another, more thorny, 
case has been relations with 
Iran which owes Germany 
$S.5bn. largely in export 
credits. To the annoyance of 
the United States, which 
sees Iran as a supporter of 
international terrorism, Ger- 


many has put itself at the 
forefront of a European 
Union policy of “critical dia- 
logue” with Tehran. 

As well as worrying Ger- 
many's allies, this has also 
caused difficulties at home. 
While Tehran and Bonn 
engage in high-level talks, 
German prosecuting authori- 
ties have issued an arrest 
warrant for the bead of the 
Iranian Intelligence services 
for alleged involvement in 
the assassination of four 
Kurdish opposition leaders 
in Berlin in 1992. 

There is further tension in 
the actual execution of for- 
eign policy. Since the depar- 
ture in 1992 of Hans-Dietrich 
Genscher from the foreign 
ministry, German foreign 
policy has been increasingly 
decided from the chancellery 
by Mr Kohl and his adviser 
Joachim Bitterlich. 

While this may reflect a 
general waning of influence 
and prestige for foreign min- 
istries as government lead- 
ers deal with each other on a 
one-to-one basis, it is also 
partly a matter of personali- 
ties. Helmut Kohl is now the 
longest-serving western bead 
of government and has built 
up a network of relation- 
ships with other leaders. Mr 
Kink el, a former civil ser- 
vant who entered politics 
and ministerial office rela- 
tively late, on the other band 
often cuts a cold and undip- 
lomatic figure. 


More than one million readers every day. j 









y .•vi-'syr-v 

;T. ' - 

•v -\-yua *7; 4 


'UVN: 


'bELGWM ; 


_PpLAND ;V 


LUXEMBOURfl 


CZECH 

REPUSUC-. 


FRANCE 




AUSTRIA. . . /7 _, 

. ' ' V ■ 


Eastern Germany: by Frederick Studemann 


Bonn's principal 
policy headache 


Labour in the east 
is more expensive 
than in much of 
the rest of the 
industrial world 


Six years after unification 
eastern Germany remains 
the principal policy head- 
ache for the Bonn govern- 
ment. Despite almost 
DMl.OOObn of public money 
poured into eastern Ger- 
many since 1990, the region 
is still blighted with grave 
structural weaknesses. 

Over the past year there 
has been a marked slow- 
down in the eastern econ- 
omy. Government forecasts 
put growth this year at 3 per 
cent, down from 5.3 per cent 
in 1995 and 99 per cent in 
1994. In the first quarter of 
this year growth actually 
fell, by 1.2 per cent, though 
this is seen as a result of a 
particularly harsh and long 
winter which affected the 
construction sector, the 
motor of economic recovery 
in the east. 

Unemployment in the east 
is 15 per cent. If those people 
on government sponsored 
make-work schemes are 
taken into account then the 
proportion of people in the 
east without proper jobs 
rises to 25 per cent. 

One of the main reasons 
for this bleak situation is the 
high cost of doing business 
in the east. In 1995 unit 
labour costs in the east were 

31.2 per cent higher than 
those in western Germany. 
At the same time productiv- 
ity in the east stood at only 

55.2 pa* cent of that in the 
west. 

Despite wages averaging 
72.4 per cent of those in the 
west, labour in eastern Ger- 
many is now more expensive 
than in most of the rest of 
the industrial world- It is 
certainly considerably more 
expensive than labour in 
neighbouring Poland and the 
Czech Republic, countries 
which are attracting increas- 
ing numbers of German 
investors keen to escape 
high costs at home. 

A further worry is that the 
Mittelstand. the swathe of 
small and medium-sized 
companies which in the west 
has typically been seen as 
the creator of economic suc- 
cess. has been slow to estab- 
lish itself in the east. 

According to the German 
chambers of industry and 
commerce (DIHT) and the 
federation of German indus- 
try (BDD. two lobby groups 
which recently published a 
report on the Mittelstand in 
the east companies in east- 
ern Germany are hampered 
by inadequate equity levels, 
poor treatment from banks 
and late payment from the 
public sector. 

A further concern was the 
small number of Mittelstand 
companies in the manufac- 
turing sector. Of the 500,000 

companies established since 
unification, only 14,000 are 
operating in the industrial 
sector. 

These figures pinpoint one 
of tbe chief structural weak- 
nesses of the eastern econ- 
omy. According to govern- 
ment figures manufacturing' 
accounts tor 14 per cent of 
eastern German GDP. com- 
pared with 26.4. per cent in 
the west. This puts manufac- 
turing below the construc- 
tion sector which In the east 
accounts tor 17.6 per cent of 
GDP. 

The poor state of the east- 
ern economy has prompted 
the government to accept 

that recovery in the east, to 
the point where it is self-sus- 
taining, will take much lon- 
ger than originally expected 
at the time of untfi r^tfon. 
And with that the need for 
public transfers to the east 
wfll remain for the foresee- 
able future. “We must pre- 
pare ourselves for a longer 
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resp ons ible for the eastern 
Lander. 

But this poses an acute 
political problem for the gov- 
ernment. Tightened budgets 
and rising unemployment 
across the country have 
dampened public support for 
the ftnanrfng of recovery in 
the east. Tax-payers pay a 
7J5 par cent “solidarity sur- 
charge'' on their income tax 
for the east. Justifying this 
and measures such as the 
make-work schemes is 
increasingly difficult at a 
time when parts of western 
Germany, such as Bremen 
and Saarland, are also 
blighted with high unem- 
ployment. 

Furthermore, tbe Bonn 
government must not only 
convince its own citizens of 
the need to continue sub- 
sidising the east. As the 
recent row over subsidies to 
an eastern German factory 
of tbe Volkswagen car group 
showed. Bonn must also 
argue the case with the 
European Union. 

Such grumblings have not 
gone unnoticed in the east 
where the euphoria over the 
possibilities offered by unifi- 
cation has long evaporated. 
“Today, on both sides we 
think we know the quirks of 
each other very welL Yet 
who in the west knows that 
two-thirds of the people here 
feel themselves to be 
second-class citizens,” says 
Eckhandt Rebberg; leader of 
the CDU in the state parlia- 
ment in Mecklenbuig-Pom- 
meranla. one of the poorest 
of the eastern Lander. ■ 

As such there has been a 
noticeable spread of nostal- 
gia in the east Whether this 
expresses itself in the choice 
of consumer products or in 
support for the reformed 
communist party, the Party 
of Democratic Socialism 
(PDS), the overall effect is 
the sam e : the wish to retain 
a sense of regional pride in a 
time of great upheaval and 
apparent steam-rolling by Wd. 
the west. “Our main problem 
is a mental one" says Rita ' 
SQssmuth, the president of 
the Bundestag, the parlia- 
ment, and a westerner. 

Overcoming this wxfl hot 
be a quick process. But there ? 
are areas where the govern- 
ment could have moved fas- 
ter. Of the many federal 
agencies few have made the • 
move east even though ' ; 
before the second world war . * 
many, such as the highest c 

criminal court, were actually- > 

located there. 

While this all makes for a /' 
gloomy picture, it would be 
wrong to overlook the very . 
real benefits unification has -5 

brought to the east. Thanks f 

to. federal subsidies' eastern - 
Germany now boasts some . *; 
of Europe's mo9t modem 
infrastructure. Roads, motor- 
ways and regional transport J , 
systems have been over- % ’ 
hauled. The telecommunica- 
tions network, once a ' . V 
laug hing stock, is now- state . -. 

of the art • 

Such improvements have' \ . • 
done much to remove the air , 
of “wild frontier" from the' • V 
east. Driving nowadays from • v 
west to east it is Increasingly 
difficult to spot the fanner ■■ 
border which, once divided- e" 
the country.- • - c : ; v 
This facelift operation is •' * * “ 

most apparent hi Berlin 
where nearly all the.tmpor-r. . £‘ 
tent real estate and Infra- \ ■ 

structure development is • -. ‘ ' " f * 
taking place on the eastern 
side of the . city. It Is 'there/ 1 * - 
where the mass' a f new office : ^ ■- 

blocks, retail developments ' 
and hotels are being bn3t " 
When the . government . . . 

arrives from Bonn - the- K.'li 1 ’': 
®ove is forecast far san»- > 

. time around 1999 - 
spread itself largely in the -A 
centre of eastern Berlin. : . ffiy ; 

Added to such concrete' *)• v % : 
Improvements come the ben-' * 
efits of no longer living. v.'V 
under a dictatorship. In . ' ■ d' 
opinion polls the freedom of > 
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years, says Johannes Lude- to travel are regularly cited 

111 ^ easterners r^TSfJU 

economics ministry and benefits of unification. 
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A towering figure in 
all senses of the word 


PROFILE 


Guido WesterweDcv general secretary of the Free Democratic F^iy 


Sharp-tongued lawyer 


Tb* flotrt for tMrd jtoca 

PyoenteQft support : 1. - 

■tf : ■ ‘ ‘ • •— " 


;■■■© ^many's: 
politics are not as 
stable as the 
chancellor’s 
position suggests 

’For -many people, German 
politics Is Helmut KdhL A 
tosrerfngfigurein all senses 
dfJhe wjrd, he celebrated 14 
years "in; office at the begin- 
ning df this wjionth. On Octo- 
ber 81, h® will overtake the 
• record, of his model aria men- 
tor, Konrad Adenauer, to 
become the federal republic's 
longest-serving chancello r. 

• While Adenauer’s depar- 
ture from office was more or 
las^ involuntary, there is no 
sign of Mr Kohl going. 
Although he refuses to 
answer the question, it is 
generally assumed that the 
fofmrsaior will lead the pres- 
ent coalition - comprising 
■his own Christian Demo- 
cratic Union, its Bavarian 
sister party, the Christian 
•Serial- Union, and the liberal 
JYee Democrat Party - into 
die next general election in 
the autumn of 1998. 

- Nowadays, the chancellor 
seems to spend as much 
time travelling the globe as 
worrying about problems at 
home. But he has yet to 
show those tell-tale signs of 
political enfeeblement that 
afflicted other leaders such 
as the late President Fran- 
cois Mitterrand of France 
and Baroness Thatcher, the 
former UK prime minister, 
after about 10 years in office. 
His triumph of unifying Ger- 
many between 1989 and 1990 
gave Mr Kohl's chancellor- 
ship a new lease of life after 
strong criticism from within 
the CDU that was weakening 
his hold on power. 

Mr Kohl will have no such 
worries at the CDlTs party 
congress which opens today 
in Hanover. And yet it would 
be wrong to conclude that 
German politics are as stable 
as the chancellor’s position 
suggests. Although it has 
proved remarkably disci- 
plined in the two years since 
the last general election, Mr 
Kohl's coalition has only a 
small majority in the Bund- 
estag, the lower house of 
parliament. The Bundesrat, 



Chancellor Kohl : a big man Itor a big Job 


Palatinate when the party 
broadcast widely different 
messages to the voters and 
lost ground in all three con- 
tests. A populist campaign in 
Baden-Wflrttemberg against 
European monetary union 
and the immigration of eth- 
nic Germans from former 
Soviet republics badly mis- 
fired, exposing internal 
party divisions and deliver- 
ing the SPD's worst -ever 
result in the state. 

The March elections also 
confirmed the growing elec- 
toral appeal of the environ- 
mental Green party and 
marked a sharp recovery of 
the FDP. which was weak- 
ened by its own internal 
quarrels in late 1996 and had 
appeared to be heading for 
oblivion. 

The FDP recovered after 
re-inventing itself as the 
party of low taxation, 
deregulation and less 
bureaucracy. This platform 
is the brainchild of Guido | 
Westerwelle, the party's sec- J 
retary-general, who is push- 
ing it hard in the Bonn coali- 
tion. It was especially 
successful in Baden Wfirt- 
temberg where Walter D6r- 
ing, the state's FDP leader, 
lifted the party’s share of the 
vote to 9.6 per cent from 5J3 
per cent previously and 


the second chamber repre- .secured a role fertile FDP as 


seating the federal states, or 
Lflnder. is controlled by gov- 
ernments headed by the 
opposition Social Democratic 
Party, a fact that makes the 
legislative process slow and 
complex and which forces 
the coalition to compromise 
when seeking to pass laws 
that affect the states. 

The strong opinion poll 
lead enjoyed by the ruling 
coalition in its first year 
after the 1994 election has 
been eroded by rising unem- 
ployment and unpopular 
government measures to cut 
public spending and trim 
welfare entitlements. Recent 
"' v, polls suggest that a “Red- 
1 $ Green" coalition of the SPD 
and the environmental 
Green party would win 
nearly 50 per cent of the pop- 
. ular vote and so have a 
majority of seats in the 
Bundestag. Support for the 
CDU/CSU has been fluctuat- 
ing around 40 per cent, while 
the FDP backing is running 
at around 5 per cent, the 
; lower limit for a party nor- 
mally to gd™ entry into the 
Bundestag. Symptomatic of 
the problems of assimilating 
eastern Germany is the 5 per 
cent support for the Party of 
Democratic Socialism, the 
successor to the former east 
German communist party. 

The government so far 
shown no signs of worry 
about the modest resurgence 
of the opposition. Mid-term 
' unpopularity is common 
enough in democracies and 
. \ there is a lengthy period 
S ^ until the general election 
and next test of the popular 
mood, the elections for the 
state parliament in Lower 

- Saxony early in 199S. 

But the opposition has 
• recovered despite substantial 
. problems of its own. The 
SPD. the main opposition 
party, has laced a difficult 
task rebuilding its morale 
" 'and profile after last Novem- 
ber’s spectacular coup at the 
Party congress in Mannheim 
when Oskar Lafontaine, the 
mercurial prime minister of 
the Saar, replaced Rudolf 
. Scharping, the leader of the 
SPD MPs in tho B undes tag, 
.- s as party leader. 

Mr Lafontaine, who pro- 
claimed himself the leader of 

- a “leftist” party, -was swept 

power by a delegates’ 
vote on a wave of emotion 
after a dazzling display of 
. rhetoric. But it quickly 
-fjpecame clear that he had no 
; programme for 

. ^bondin g the party after his 
mgrovfeed power grab. 

The SPD's weaknesses 
Were exposed in important 
jjate elections in March in 

■ “aden-Worttemherg, Schies- 
®*B'Holstein and Rhineland- 


junior partner in a coalition 
government with the CDU. 

In its analysis of the 
March polls, the Infas politi- 
cal research institute argued 
that the Green success 
reflected uncertainty in the 
SPD about its future eco- 
nomic and social policy and 
its failure to modernise and 
attract younger voters to off- 
set the erosion of its tradi- 
tional industrial, working 
class base. Since then, Mr 
Kohl's government has 
begun in earnest to cut pub- 
lic spending and curb the 
welfare state, giving the SPD 
a clear target for attack. But 
it is striking that the stron- 
gest resistance to govern- 
ment policies has come from 
the trade union movement 
while the most articulate 
opponent of Mr Kohl is the 
parliamentary leader of the 
Greens, Joschka Fischer. 

Mr Fischer, a brilliant 
debater, is the only opposi- 
tion leader able to wound Mr 
Kohl in the Bundestag. But 
he has problems. Last 
month, his re-election as 
floor leader of the Greens 
was supported by only 32 of 
the party's 49 MPs. reflecting 
the suspicion that his drive 
to move the Greens to the 
political centre provokes the 
party’s fundamen- 

talist wing. The “Fundis” 
have the upper band in the 
Green part of a fractious 
coalition of SPD and Greens 
in North Rhine Westpbalia. 
The frequent crises afflicting 
the state government in DOs- 
seldorf have done nothing to 
strengthen the case for a 
red-green coalition at the 
national leveL 
Mr Scharping has made 
dear that he would favour 
mppigning in 1998 on the 
assumption that the SPD 
would coalesce with the 
Greens. But there are no 
signs of a formal decision. 
Also unclear is the identity 
of the opposition candidate 
for the chancellorship. 

Mr Scharping, who failed 
to unseat Chancellor Kohl in 
1994, partly lost his position 
as SPD leader because of an 
ill-judged campaign to be 
made the party’s candidate 
for the top job. His parlia- 
mentary performances have 
improved somewhat since 
November, but he still tends 
to produce poor speeches on 
important occasions, such as 
last month's first reading of 

the 1997 federal budget Mr 

Lafontaine shows little sign 

of hunger for the highest 
office: he was the unsuccess- 
ful candidate in 1990 when 
he was also injured m an 
assassination attempt- 

Gerhard SchrSder. the pro- 
business SPD prime minister 




of Lower Saxony, is the man 
opinion polls say has the 
best chance of dislodging Mr 
Kohl in 1998. But he has kept 
a low profile in recent 
months following the highly- 
publicised break up of his 
marriage early this year. His 
party also lost support in 
last month's municipal elec- 
tions in Lower Saxony. 

In the circumstances, it is 
no surprise that the Bonn 
coalition wants to hang on 
to Mr Kohl as chancellor and 
that Mr Kohl wants to keep 
the electorate guessing for 
as lODg as possible about 
whether be will run in 1998 
to wrong-foot the opposition. 


Mr Westerwelle is 
undoubtedly the 
noisiest 
newcomer in 
German politics 

Guido Westerwelle can 
certainly raise eyebrows, 
which is more than many 
other members of the Free 
Democratic party have been 
able to do in recent years. 

Small wonder, then, that 
the 34-year-old general 
secretary has managed to 
thrust the small liberal party 
back into the headlines with 
his knack for snappy slogans 
and quick retorts. 

“Since the FDP has started 
saying things so provo- 
catively that they are 
actually printed things have 
been getting better,” he says 
in between mouthfuls of 
lunch at his desk. “The best 
speeches are pointless if 
nobody is going to print 
them-” 

Mr Westerwelle. 

Bonn-born and bred and a 
lawyer by training, is 
undoubtedly the noisiest 
newcomer in German 
politics. Singlehandedly, it 
seems, he has hauled the 
FDP off its sick bed and 
begun reshaping the party. 

It will remain the party of 
free market economic 
policies. However, it needs to 
recover its role as a force for 
civil rights and technological 
progress, he says. 

In deference to his party 
elders, Mr Westerwelle 
insists that the FDP*s 
new-found prominence is not 
the result of his work alone. 
Wolfgang Gerbardt, the 


party’s new boss since June 
1996, Hermann Otto Solxns, 
the wily aristocrat who leads 
the parliamentary party, and 
others have helped reshape 
the party’s agenda. 

But it is clearly the 
sharp-tongued lawyer 
Westerwelle who has gone 
out and sold it. While Mr 
Gerhardt represents the 
party's “reliability”, and Mr 
Solms manages the 
parliamentary nitty-gritty 
needed to keep the coalition 
with Chancellor Helmut 
Kohl's Christian Democrats 
alive, Mr Westerwelle 
prefers football analogies to 
describe his role. 

Tve been tasked with 
being the offensive, the 
rather aggressive striker,” as 
he puts it 

But has Mr Westerwelle 
done more than just rectify 
the state of affairs left 
behind by his predecessor 
Werner Hoyer, now the man 
managing Germany's 
strategy at the inter- 
governmental conference? 


The FDP did surprisingly 
well in three state elections 
In March, giving Mr Kohl's 
government an unexpected 
new lease of life. Prior to 
those three polls, however, 
the FDP had failed to reach 
the 5 per cent mark in 11 
state elections, a string of 
electoral batterings which 
lasted almost two years. 

When the party did finally 
recover its poise this spring 
it did so in Lander which are 
traditional FDP bastions. 
One of the reasons it scored 
almost 10 per cent in the 
affluent south-western state 
of Baden- Wttrttemberg is 
because the party was 
founded there in 1948. 

Mr Westerwelle. however, 
is adamant that the <?maii 
liberal party will again 
become the third force in 
German politics. 

Tbe FDP “had been 
written off" just nine 
months ago, he says, but the 
latest polls put tbe party on 
7 per cent, just 1 per cent 
behind the Greens who 



Guido WestarweBe: a knack for snappy slogans 


displaced them as tbe third 
political force In Germany in 
1994 . 

He cannot name the 
polling organisation 
providing the data - on the 
carious grounds that he 
would then have to pay for 
the service - but the 
evidence that the FDP is on 
its way back to becoming 
the third force in German 
politics is incontrovertible, 
he insists. 

Getting there will mean 
sounding even more 
controversial, even if, in the 
process, the FDP risks 
offending the sensibilities of 
voters. “We never have to 
worry how 75 per cent of 
people react to these thing s." 
Mr Westerwelle said. “All I 
have to do is get across to 
the 25 per cent who would 
ultimately be prepared to 
vote FDP. “They have to be 
convinced - not the die-hard 
socialist or stick-in-the-mud 
Green." 

Mr Westerwelle has 
certainly set this renewal 
process in motion, not only 
through hi** 
jack-in-the-box-like 
appearances on television 
but also by helping to 
overhaul the party’s 
programme and its slogans. 

The fateful phrase that 
caused the party so much 
trouble before the last 
federal elections, the slogan 
that the FDP was the 
political home of the 
Besserverdienenden, people 
who earn more money, has 
been replaced by the 
Leisttmgsbereiten, those who 
are prepared to make an 
effort 

The new party pro- 
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gramme, approved this sum- 
mer. is designed to highlight 
the old attributes of the FDP 
and focus on some newer 
virtue. There is plenty about 
lower taxes - where the FDP 
has tak«»n the offensive - 
and the need for more mar- 
ket forces. Germany’s social 
security system, facing 
unprecedented pressures, 
needs to be reformed and 
more money spent on new 
technologies instead of old 
industries such as coal 
mining. More will also be 
said about civil rights, 
another FDP issue that the 
Greens successfully 
exploited. 

But while listeners have 
picked up the new, sharper 
tones which the FDP is 
transmitting, they often 
wonder whether Mr Wester- 
welle himself is anything 
more than a mouthpiece of 
the party. 

Recovering that third 
place means that the FDP 
badly needs a jack-in-the-box 
to get its message across. 
Once that is done the party 
may well need a very differ- 
ent general secretary. 

Michael Undemann 


BAYERISCHE LANDESBANK MONEY AND CAPITAL MARKETS 


Despite a high real yield, private investors 
in Germany are reluctant to buy bonds; they 
prefer to park their funds in short-term 
investments. 

YIELD GAP INCREASES 
RISK FOR "PARKERS" 

According to the economic textbooks, a high real 
interest rate should bring a rise in the savings rate 
and cause private investors to increase their 
commitment to fixed-rate securities. The opposite 
was true last year. The seasonally adjusted savings 

I DM brfflon I 


Capital exports 


Balance on current account 


Capital imports 


1986(6) 


REVERSAL IN THE EXTERNAL ACCOUNTS 

German unification was followed by a reversal in the external accounts. The 
trade surplus shrank, and the balance on current account slid into the red in 
the early 1990s. As a result, Germany, which had been a major capital 
exporter for many years, turned into an importer of capital. Previously, the 
surplus on current account had to be invested abroad; now a steady inflow of 
foreign capital is necessary to bring the balance of payments into 
equilibrium. Net capital imports from abroad have reached DM 280 billion 
since 1991. 

rate in 1995 ranged between 12.0 per cent (first 
quarter) and 12.5 per cent (fourth quarter); the 
Bundesbank's reading for the first quarter of 1996 
was an unchanged 1 2.5 per cent. During this period, 
however, the real interest rate rose above 5 per cent, 
thus marking a multi-year high. Looking back on the 
past two decades, we note that a high real interest 
rate does not automatically boost savings. What 
encourages people to increase their savings is a high 
nominal rate, or a minimum rate level. The current 
minimum rate is about 7 per cent; in the previous 
interest-rate cycle (1978 to 1985) it was slightly 
higher (about 8 per cent). Nominal rates at (or above) 
this level attract private investors to fixed-interest 
securities. If the nominal rate for 1 0-year bonds is 
below this level, purchases by private individuals - 
traditionally the principal investor group in the bond 
market -tend to be noticeably restrained. 

The returns on a long-term investment in, say, 1 0-year 


bonds at the upper and lower turning points in the 
current interest-rate cycle are compared below: 

• A 10-year bank bond purchased in early October 
1 990, when interest rates peaked, offered a nominal 
yield of roughly 9 per cent. With inflation at 3.3 per cent 
at that time, the real yield at the time of purchase was 
5.7 per cent. In other words, the security will yield 90 
per cent in nominal terms until maturity, and the real 
yield will be 57 per cent, provided inflation remains 
unchanged. The point is, however, that inflation has 
changed in the meantime. 

The average inflation rate during this period was 3 Va 
per cent, so that the investor reaped a real yield of 
5Vz per cent. 

• The situation for the investor in the autumn of 1 996 
is the same as far as the real yield is concerned, 
though the outlook has become uncertain. With the 
coupon rate for 10-year bank bonds at 6.65 per cent 
and inflation at 1 .4 per cent, the real yield is also in 
excess of 5 per cent, but it could be squeezed by an 
acceleration in inflation. 

In terms of figures, the situation for the investor is as 
follows: The nominal yield to maturity for a 10-year 
bank bond is 67 per cent. If prices remain at their 
current level during this period, the investor will 
garner a real yield of 50 per cent. However, if the long- 
term trend (average inflation of 3 ’A per cent in the 
past 20 years) is used as a yardstick, the investor's 
real return will be about 1 9 percentage points, or one 
third lower than the return accruing to him if prices 
keep at their present low level. 

This example will help to illustrate why private 
investors have been reluctant to invest in the bond 
market this year. Instead, they are favouring low- 
yielding but highly liquid investments. Savings de- 
posits, for example, were up about DM 45 billion at 
mid-year on year-end 1 995, while bond purchases by 
non-banks in the first six months of the year showed 
a decline of more than DM 50 billion, or approx- 
imately three-quarters from the corresponding 
period of the previous year. 

These figures show that private households tend to 
park funds from maturing investments as well as 
new savings as long as the bond market (from the 
investors' point of view) offers only limited yield 
prospects. It is difficult to say when private 
individuals will return to the bond market. In the light 
of past experience, however, it would seem safe to 
predict that buying interest will remain tepid as long 
a "six" appears before the decimal point. 

The latest rate cut has increased the gap between 
longhterm and short-term rates, but this has had only 
a minor impact on investors' yield prospects. The 
return on short-term investments will continue to fall 
slightly. Whether the fall will be sufficient to prompt 
investors to switch into bonds remains to be seen. If 
interest rates stay at a low level, however, the wide 
gap between short-term and long-term rates will 
increase the risk for "parkers". 
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Armed forces face 
savage cuts 


Soccer boss bounces 


A 340, 000-strong 
Bundeswehr is 
vital to meet 
defence 
commitments 


Millions of Germans have 
been treated to unusual 
sights and sounds as they 
relax in front of their televi- 
sions on autumn evenings 
fftis year. 

Viewers have been swept 
away into the dimly lit Inte- 
rior of a military transport 
aircraft, watched paratroop- 
ers cast nervous glances at 
each other with a turbulent 
night sky in the background. 
“Go," the sergeant shouts as 
one of them hurls himself 
out of the aircraft 

Advertisements such as 
these are meant to convey 
an impression of the adven- 
ture and the challenges 
offered by military service in 
the Bundeswehr, Germany's 
armed forces. 

But the single biggest 
question facing Germany's 
defence planners Is how 
much longer they will be 
able to run these advertise- 
ments. 

The problem for the 
defence planners is how 
much longer Germany can 
afford to finance conscrip- 
tion in the Bundeswehr, a 
model which, critics say, 
was designed to create a 
large standing army able to 
confront the Soviets daring 
the cold war and which is 
now outdated. 

Volker Rflhe, defence min- 
ister, has seen his budget 
savaged in recent years, los- 
ing more than DMlbn alone 
this year because of pressure 
to keep government spend- 
ing within the 3 per cent 
budget deficit required by 
the Maastricht criteria. 

He could dose more bar- 
racks and delay spending to 
modernise existing ones, as 
he has already done repeat- 
edly. 

IBs real problem, however, 
analysts say, is that be 
wants both to maintain a 
large conscript army and at 
the same time invest up to 
30 per cent of his budget In 
new equipment 


Some of that equipment, 
notably the weapons 
systems being developed 
multilateraliy or in a series 
of Franco-German projects, 
have once again been 
delayed by budget cuts. 
Foremost among them Is the 
Eurofighter, the four-nation 
fighter aircraft which looks 
as if it will be delayed again. 

And as Mr ROhe scrambles 
around for funds, specula- 
tion is increasing that either 
military service or newer 
equipment will have to give 
way to finance the Bundes- 
wehr with constantly shrink- 
ing budgets. 

So far Mr RQhe has dis- 
missed suggestions that con- 
scription and the idea of the 
“citizen in uniform'' would 
be superseded by profes- 
sional armies as they have 
been - or will be - in a 
growing number of armies 
across Europe. 

Chancellor H elm ut Kohl, 
not known for his fondness 
of the defence minister, has 
also been unequivocal- Mili- 
tary service must be main- 
tained, he says, so that Ger- 
many's army does not again 
develop into an Independent 
centre of power. 

Discussions about the 
future of conscription, which 
many observers feel will 
become more frequent in 
coming years, do not appear 
to have made much impres- 
sion at the defence minis try 
in Bonn. 

A 340,000-strong Bundes- 
wehr is vital tf Germany is 
to meet its defence commit- 
ments within Nato, the min- 
istry says, and simply replac- 
ing conscript soldiers with 
professionals would raise the 
Bundeswehr’s personnel 
costs by 27 per cent, a 
spokesman said. 

Nor does the idea that 
shrinking budgets might 
force the Bundeswehr to 
reconsider its strategic role 
appear to be particularly 
current at the defence minis- 
try. 

The pressure, though, is 
growing even if discussion 
about the Bundeswehr's 
future remains one of the 
“biggest taboos” in Ger- 
many, according to Heinz 
Schulte, a Bonn -based 


defence analyst 

The real reason the Bund- 
eswehr is so stoutly 
defended, Mr Schulte says, is 
because it has created, inad- 
vertently, an army of 160.658 
young Zivis, Germans who 
are conscientious objectors 
and have instead opted to 
work in hospitals and old 
peoples’ homes - so-called 
civil service. 

These young Germans 
have helped keep Germany’s 
generous social security sys- 
tem afloat given that they 
are paid less than the cost of 
employing normal labour, 
Mr Schulte says. 

But with unemployment at 
a post-war record of around 
10 per cent, Mr Kohl’s gov- 
ernment needs to find ways 
to get younger people into 
work earlier so that they can 
help fund the social security 
system through direct con- 
tributions. The work in old 
peoples' homes, Mr Schulte 
suggests, could be done by 
older unemployed labour. 

If civilian service is ever 
replaced by ordinary labour 
that, too, would heighten the 
need to re-shape the Bundes- 
wehr. the primary supplier 
of Zivis. 

The number of Zivis is 
expected to rise, according to 
Peter Tobiassen, a spokes- 
man for the Central Unit for 
the Rights and Protection of 
Conscientious Objectors. 

“Because there is a grow- 
ing number of Hwnw i piitii’iiis 
objectors we are assured of 
almost continuous growth,” 
Mr Tobiassen said. 

So far Mr RQhe has fought 
valiantly to preserve the 
idea of “the citizen in uni- 
form". 

This summer he even pro- 
posed a new Franco-German 
agreement whereby France 
creates Europe’s largest pro- 
fessional army for use In 
international operations and 
Germany maintains 
Europe's largest conscript 
army from which reserves 
could he drawn more quickly 
during crises. 

A growing number of com- 
mentators believe, however, 
that new political priorities 
- and most importantly - 
money are not on Mr Rtthe’s 
side. 


The manager of 
the victorious 
German team has 
been written off 
several times 


Football managers, like 
politicians, need thick skins, 
so it may be no surprise that 
a rapport has developed 
between Chancellor Helmut 
Kohl and Berti Vogts, man- 
ager of Germany’s national 
team. After Germany had 
won the European Champi- 
onship in June, Kohl altered 
the London television studio 
where Vogts was being inter- 
viewed and effusively 
praised the achievements of 
him and his team. 

Both men have been writ- 
ten off several times. Mr 
Koh l, now seemingly unas- 
sailable, few sat through 
numerous crises in his 14 
years in office and outlasted 
many critics. Mr Vogts, 49, 
Ting e nd ured tha sting of the 
media and the scorn of the 
public when the tea m ha s 
not performed weft. “Why do 
I do this to myself,” he 
recalls asking himself just 
before Christmas, 1994, when 
spectators diamrf “Vogts 
out" - not for the first time 
- as Germany struggled to a 
narrow victory over Albania. 

Mr Kohl’s s u pport has 
undoubtedly helped Vogts 
overcome such trying 
He is also fulsome about the 
suppo rt of his wife, Monika, 
who be says has often give 
him useful advice as well as 
moral reinforcement When 
both were watching Oliver 
Bierboff play for an Italian 
club, she told her husband 
he should put Him in the 
national team. He did, and 
Bierhaff repaid their faith by 
scoring two goals in the 
European final against the 

Czech Republic. 

Monika also told him to 
relax his somewhat over- 
bearing attitude to the play- 
ers after this hnd patently 
failed to produce results dur- 
ing the World Cup two years 
ago. “Be more of a friend to 
the players,” she advised. 
“Help them instead of being 
too Hictant And stop acting 
like a headmaster." 

No doubt the tactful 
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advice helped Mr Vogts as 
much as the players. He seri- 
ously considered res igning 
after Germany was knocked 
out of the World Cup by Bul- 
garia. “I thought about 
whether I should continue. 
The players bad failed, but 
only I was criticised." 

Yet Mr Vogts’ climb back 
from sporting despair was 
not long in coming. Early 
last year, he was heartened 
by several impressive perfor- 
mances by the German 
tpam, even Mimigh these did 
not result In wins. He saw 
new spirit during a goal-less 
draw against Spain. “We 
played badly, but we fought 
tremendously. The players 
were so dissatisfied that they 
sat together afterwards for a 
long time and held a whole- 
hearted discussion. Then I 
thought ‘Something’s hap- 
pening*." 

When Germany later lost 
to France, just before the 

European Cl ljunpin nship , 

Vogts was almost pleased. 
“What’s the matter with 
yon? Why are you in such a 
good mood?" his wife asked 
him. “The defeat was impor- 
tant," he replied. “The 
French were now the favour- 
ites for the cup." That tods a 
burden of expectation off the 
team. The players went on to 
give their manager ti« first 
champ i on ship triumph since 
he took over in 1990 from the 
charismatic, outspoken 
Franz Beckenbauer, whose 
barbs have not always been 
helpful. 

Both previously played for 
the national team- Mr Beck- 
enbauer in a forward, float- 
ing role which brought him 
feme as a supreme tactician, 
and Mr Vogts as a defender 
who received little of the 
glory showered on his more 
glamorous team-mate. 

Mr Vogts, whose dub was 
Borussia M&nchengladbach, 
was likened to a terrier, 
tackling fiercely and never 
giving op. Those qualities 
have stood him in good stead 





Berti Vogts: fika a terrier, tackling fiercely and never giving up 


as manager, as have 
Insistence on the importance 
of the team above its individ- 
ual players, however gifted, 
and on the need to accept 
defeat as part of sport Hie is 
also far less concerned about 
money than some of his 

‘hi gKjmrwfrng COHoag UBS 

“If we can’t free ourselves 
from always having to think 
we must win. the day wQl 
come when we won’t play 
any role in world football," 
he told television journalist 
Roger Wffiemsen. Mr Vogts 
wants above all to see fan 
and spirit in the game - 
“being a good loser is also 


part of sport”.. . 

Mr Vogts knows the need 
for that, both on and off^the 
field. He was brought up. by 
an aunt after his mother ; 
died when he was 12 , and his 
father a year later. A mis- - - 
guided priest said at the 
funeral that if young Berti ■* 
bad not been so cheeky, per- 
haps his parents would have 
still been alive. He never for- 
got that cruel remark, 
though he is a devout Chris- 
tian with a critical view of . 
the Catholic church. 

Christened Hans-Hubert; 
he grew up in the lower 
Rhine area where football 


quickly took over his life. 

EGs love for the game - 
stretches beyond the world 
of the big dubs and the 
International championships 
to the people who play the 
game locally and on the 
streets for ftm. “Football is 
too organised," he told WH- 
lemsen. “People must want 
to play, especially the chil- 
dren- I wouldn't mind league 
tables befog done away with . 
so children could just play. 1 * - 

Mr Vogts is also conscious 
t frat the game could not 
thrive without the mass of ' 
willing helpers. When he 
was awarded the Bundesver- 
dienstkreuz (federal service 
cross), he accepted it from 
President Roman Herzog in - 
the presence of the team and 
in gratitude far all those 
such as youth trainers, doc- - 
tors and others who had 
done so much for the game. 

“I only did my job,” he said. 

Apart from doing his job, 
however, Mr Vogts manages 
to live a full fife wen outside' 
the world of football He is 
ah admirer ctf President Nel- 
son Mandela of South Africa,, 
he has visited the shuns of 
Johannesburg and New York 
as well as the Australian, 
Canadian Alaskan wil- . 
dearness - be has always 
been fascinated by the out- . 
door novels erf Jack London . 
- and Israeli kibbutzes. 

In Mr Wfileansen's words: 
“Berti Vogts is not only by 
far the most cosmopolitan 

national wanag ifti- in German 
football history, but be also 
wholly contradicts the 
impression of harrow provin- 
cialism that used to circulate 
about which is also the 
archetypal picture of the 
German who organises his - 
football and free time like a 
ground attack and wants to 
be exowped with success." - 
Vogts certainly appreciates 
success, now it has arrived 
at last, but narrow he is not 


isms** 


Andrew Fisher 


Wagner festival: by Wolfgang MOnchau 


Succession battle rages 


A new generation 
of Wagners is 
challenging 
Wolfgang for the 
leadership 


CREDIT LYONNAIS GROUP 


No composer has stirred up 
as many violent emotions as 
Richard Wagner, and the 
same has been true of the 
famous opera festival he 
founded at Bayreuth. 

Hitler infamously declared 
Bayreuth to be Germany's 
cultural capital, and there is 
stxQ a surp ri sin g number of 
people who would not argue 
with that The sleepy Fran- 
conian city in northern Bav- 
aria breathes political, artis- 
tic, and family controversy. 
At present, Bayreuth is 
engaged in a raging succes- 
sion battle worthy of a soap 
opera. 

The patriarch in charge is 
Wolfgang Wagner, a grand- 
son of Richard Wagner, who 
became the sole festival 
director after the death of 
his brother Wieland in 1966. 
Now 77, Wolfgang's leader- 
ship is being fthap enged by 
the next generation and 
especially by Nike Wagner, a 
daughter of Wieland’s. 

Eva, Wolfgang-’s own 
daughter, is possibly the 
strongest contender, because 
she is considered to be the 
most experienced among the 
fourth generation of Wag- 
ners. But relations axe 
soured, since Wolfgang fired 
her in 1976 in another inter- 
nal family feud. The game 
year after divorcing his first 
wife, he married Gudrun, 
who is now palling: the 
administrative strings. 

Nike is a writer and jour- 
nalist, with no first-hand 
experience of running the 
festival, but with a host of 
new ideas. In' an interview, 
she said “the family Is a 
political thing. As long as we 
have a co mm on enemy, 
everything is all right. We 
have built a co mmo n front 
against Wolfgang Wagner 
I because we find the leader- 
ship too old and la cking in 
imagination, because he is 
trying to outlast us. He has 
had his time, you could say 
that. He has been there since 
195 L" 

Under the statute of the 
Wagner foundation, Wolf- 
gang’s contract runs until 
the day he dies. But recently 
there has been growing pres- 
sure on him to step down, 
especially from German 
opera critics. 

Wolfgang’s latest produc- 
tion of Die Meistersinger, 
which premiered this sum- 
mer, was roundly con- 
demned, even given the low 
expectations his own produc- 
tions have tended to gener- 



Stioing the emotions: a scene from Tristan und Isolde 


ate for some time. 

By early next year, Nike 
Wagner is likely to mount a 
direct challenge, when -sh e is 
expected to make a formal 
presentation to the Wagner 
foundation about her ideas 
for change. Ever since 1876, 
when Richard Wagner 
founded the festival, the for- 
mula that has determined 
the content and r unning 
order for the five weeks of 
the festival have barely 
changed. 

Only 10 Wagner operas, 
including the four compris- 
ing Der Ring der Nibel- 
ongen. are regarded as wor- 
thy for the festival. No 
operas from other composers 
are allowed. The festival 
house stands empty for 
almost n months of the 
year. 

Nike wants to change all 
that: “1 don't want a multi- 
cultural festival. Bayreuth is 
and remains Wagner’s thea- 
tre. But you could perform 
pieces that have a connec- 
tion [to Wagner], histori- 
cally, musically; or pieces 
from a composer who built 
on Wagner, like Stockhau- 
sen, who is maybe the Wag- 
ner of our time, whether you 
like him or not There are 
numerous possibilities but I 
would keep Wagner at the 
centre.'* 

She does not want to 
unveil the exact details of 
her proposals before putting 
them before the foundation. 
Some aspects may need far- 


ther investigation, such as 
her reputed plans for. a short 
winter festival, which would 
depend oh the feasibility and 
cost of heating the opera, 
house in the winter. 

But she is adamant that 
Bayreuth needs ah artistic 
change. Nike said that “in 
the post-war period, direc- 
tors experimented mainly 
with the scenery. We have 
reached the end-bf. the line 
with Wotan as a space ship 
commander or in other fancy 
dress. This is a dead end. .It 
does not matter whether you 
paint the stage blue : or 
green! That is why I believe 
we need to think about rep- 
ertory, historic connections 
and other composers." 

Wolfgang remains firmly 
weeded to the traditional, for- 
mula. The last genuine artis- 
tic .h ighli gh t dates back 20 
years. 

In his book “Bayreuth,-' a 
History of the Wagner Festi- 
val" Frederic . Spotts recol- 
lects the scandal caused by 
the now celebrated 1976 pro- 
duction of Patrice Chereau, a 
young French director at the 
time. His only previous point 
of contact with Wagner was 
having fallen asleep in n per- 
formance of “Die WaUrQre" 
in Paris. 

Chtfireau cast each of .the 
four operas in, a different 
time period: Rbeingoid as 
pre-capitalist, Walkttre as 
early capitalist, ' Siegfried as 
late capitalist, and in GOtter- 
dfimmerung fascist-like Sol- 


diers were carrying, machine ~ 
guns. - ' fZ* 

The premiere was a classic - ' - 
opera scandal, with the andi- ? • 
ence almost pulling down 
the chairs in anger. SpottS . ’ /- 
says that several big Bay.- . ^ ' "- 
reuth sponsors,. Including . 
Siemens, had threatened to _ _ 
cancel their support. in pro- 
test But over the next few 
years the perception would . ; 
change after the critics had w - 
declared the GMreau Sing a / * 
masterpiece. \ . /■ , ^ 

At the end of the last e 
Ch&reau Ring in 1980, the : , 
audience gave a 90-minute '.‘--t 
ovation, probably one of the ’ ‘ 
longest In the history of toe ’ * . 

. performing artel ” • t 

ChAre&u marked an artiSgW’- t 
tic break from tradition^-.;-' 

■ when Germany slowly woke , • a" 
up from its historic amneste, •• * % 

- In the 1960s, 'as- Spotts raced- ' 

lects, Bayreuth was a ■ 

national stronghold of the r 
NED, a party bn the . fer . 
right. • •. - 

Booksellers refused to sefl ?_ . 

critical books about Wagner, v 

especially anything- con-- ’ V 
needed with the third Reich /. 
for fear of harassment., .. 

Later, at Bayreuth’s carte- * ■ .“ 
nary celebrations in 1976, t 
P resident Walter Scheel- ■ : 
caused . an embarrassing.. ’ 1 . 

silence with a speech about \ 

Bayreuth and fascism. Be- , 5- . 
said: “Bayreuth’s history is -z • . .. 
part of. G erman- history. IlS t 
errors were the errors of our ; n • 

nation." . : •- i 

But despite , all political 
controversies, and declining - **' . 

. artistic standards, Bayreuth 
survived. While Richard,-? -■* : , 

Wagner himself snuggled ^ if ? ; - 
fiH the auditorium,. there ? i'f 
. now a waiting Hst of jip to -' 1 £ ‘ T 
seven years. Bayreuth . 'itself : 
has become the event . g ■ ^ 

. There? is a. saying that ■fte,!*, •»“ w 
Salzburg festival is ftm, and /jv.^ . . 
that Bayreuth , is; work- iijj*. 
Nietzsche once said. that the . 

Bayreuth audience ■ itaelE is *■ . 

.worth watching,- -iuid this * • 

still holds true todays NO®. ; .j • ^.v 

says: “1 always note ; txi v 

astonishment' that yohbg^vi .i : c 
people are still turning^fo'' p . ff - 
Wagner, cle-spite.. rock 
pop and all that And’ - : - ■ '-i 
beheve that even . the oldfflfv ; f 
audience will 'tire of boftpg. i ; l ; • ; 
performances.” > . - \j J-' • 

If it is left to WoSgai^. tbe^ ( , 

time-honoured .rhythm K 5- 
continue, into &e'^ -mm- j * 

le rmrn m Nike thinkfi. tid& J ' : * 

would accelerate the azjti^; t £ . . * 

decline of the’ festiyaL ^ . : ^ * 

said: *“Ihey say ; ; £ * 

a magnificent. feMlvaFjSc^S ** l * 

; tot He certainly kjfows-h*® * •> v 

to save money like. ^ 

else. He knows every. naW?^. ^ 

the budding, and it is ’ ^5 ** 

•that the expenditnres w^ 3 ' '. * S 

up under anyone ; v 

over. - But mousy is.hot , 
the problem here/: ' . • 
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17% l2%SknOont 000 42 . B 3348 14% 14% 
44% 22 am* 24 5061 41% 40% 

34% 16%Sttn 20 BOB 26% 34% 

10% B%SMMOb 020 2.4 30 843 B% 8% 
27 13% Shun Rgar 080 4.4 14 241 18% 1B% 
41% 32% SmmdScp x 1 .*4 34 182023 40% 40 

5% 3% SHi Etstgy 008 14 14 184 u5% 4% 

39% 22 Sums’ 030 04 19 3792 36% 35% 

41% 32% Start 008 17 10 4884 41 40 

11% I0%9UCM 1.10104 9 24 10% 10% 

44% 3250X9 1.60 18 1615831144% 43% 

15% 9% S%H- Food 040 24 17 58 15% 16% 

28% Z2%S%*trx 044 10 15 451 24% 24% 

33 27% SnptalA 100 14 11 734 29% 28% 

22% 20SMaHrtr 038 1 4 57 21 20% 

48 31%SjH*dT8C ' 23 369 45 43% 
8% eVSytmtop 040 44 11 ID 8% 8% 

29 iTbawMBft 044 14 25 .825 28% 28 

3S%Z7%Srtbo D4Z'TS22'2B51 ’ 34% 33% 


33 27%SopMu4 100 14 
22% 20SMaH«r 038 10 
48 31%^nbalTac - 1 


87% *% 

9% 

41% ♦!% 
« -% 
25% -% 
17% -% 
33% -% 
54% + % 
48 +1% 


16% +h 
41% -% 


2S% +% 
21% -% 

?* -% 

22 % 

38% 

21% ■% 
18% +% 
15% +% 
33% J| 


6% +% 

43% -% 


13% -% 
5% ■% 
24% 

30 -% 


60% *% 
27 +% 


13% *% 
30% 

7% 

32% *% 
14% +% 
41% -% 


6% +% 
36% -% 
<1 J 2 
10% 

44% ♦1% 
15% *b 
24% 

29% +% 

21 

44% *% 

ft 

29% 

34% *1 2 


. -T 


5 3%TCB»Brtr 020 
40% 20% TCFRwe 076 
9% 8%TGWConrS 084 
52% 48% TW CBn A 043 
1% %TISUga 008 
43% 17 TJX 028 

29% 11% TNPai? 008 
101% 74% TRW 220 
25% 19%T*Wlft 003 
9% 6%TA)M 042 
21 15% TrtvPf 1-00 
52% 36 Tnbnb 104 
15% 8% Tandem 
9%34%TMr 0.80 

10% B% Tuna Mix 048 
2% 1%TOW 
27 23T«coBDog 1-12 
49% 30%T1dnB»K 000 
30% 22% TetoOa f.18 
58% 42% TrtBpU 145 
30% 27% Tttux OSS 


44 6 118 4% 
10 16 IBB 36% 
02 84 8% 

07 31 » B1% 
9.1 2 48 a 
07 33 34881143% 
34 7 407 25% 
24 12 3811 89% 
0.1 181 22% 

5.7 50 13B 7% 

54 2 15% 

44 18 8*1 43% 

701820 12% 
20 19 1383 40% 
64 10B 10% 

10 36 1 % 

4.7 14 1488 23% 
14 13 1020 42% 
4.7 10 657 74% 
20 18 1089 «£8% 
27 1318882 31% 


4% 4% -% 
38 38% +% 
8% »% -% 
61% 01% -% 

42% 42% +% 
25% 25% +% 
87% 88% -1 

22 % 22 % +% 

7% 7% 

18% 18% 

42% 42% J, 
12 12 -% 
40 40% +% 
10% 10% 

•* 3 

28% 23% 

41% 41% -% 
24% 24% ♦% 
38 »% ♦% 
31 31% *% 


34% 30%Tn«lM 
21% 16% TflortEaMi 
7% a%TnpBEirt 
7% 6%T«gpaeFdx 
23% l8%Tana»Si 
38% 45% Tmr 
«% 34% T«pco PH 
27% 11% Trapis 
8% 4% Tm 
15 ii img, 

1*% BTesom 
WS% 75% Tboco 
09% 50%Tratad 
9%40%1ttat 
az% 25% Tun Pic 
43% 38% TAB 
3% 2% TuSMi 
89 89% Tun 
5% 2%72adeqr 
17 11%TMGW 
Z7% 1B%TWRad 
*4% 30% IbamoBK 
47% 32%1MM 
41% 33% TIC* 

23% 18% DmaKI 
25% 21% 360CDU 


128 20 IB 888 50% 
027 10 17E 18% 

0S0 0.4 153 7% 

000 13 850 7% 

1321013 21% 
100 17 8 1417 48% 
100 7 A 12 93u40% 
10 8346 17% 
OOB 0L8 9 70 7% 
014 10 8 637 14% 
IMO IB 5 708 Hi 4% 
KD &3 25 88851103% 
0.40 0.7 7 82 57% 

008 13 38 7237 53% 
040 1.4 28 18 20% 

200 5.1263 4456 39% 
1.10 480 7 48 2% 
1.79 20 18 980 88 

22 5 2% 

100160 473 12 

OSS 1.7 1180 19% 

012 03 30 5B31 38 

D08 13 12 336 44% 
224 50 18 734 40% 
040 2.0 18 81 19% 
73 2273 24% 


SO 50% 

is% ia% ♦% 

7% 7lJ *% 

40% 40% *% 
16% 17% -% 

7% 7% ♦% 
14% 14% -% 

14 14% *% 
101% 103% +1% 
57 57% -% 

55% 53% -% 
26% 29 -% 

39% 39% -% 
2% 2% 


n iff ft 
k « 1 w IB 


<e% 2% 
11 % 11 % 
18% 19% 
37% 38 


11% +% 
19% «% 


so 26% raw 
42% 24% TWmy 
34»4 2BTE Wgi 
45% 29% TmWm 
46% 30% Tmlirt 
47% 36% Ttn*an4 
7% 3%raw&p 
12% I^OtaPf 

7% 5%Tixkiaa 
10% 6%TrthrtnCo 
23% 14% Ta8&K 
61% S2%TomMr 
*0% 33%TD0O»» 
«% 40%TcfBffk 
58% 30 Ton Corp 

57% 87Teara 
2B% 11% TotolSM 

33 20%TfMJ» 

2fl 23% Tmumc 
84% 87TfBrtmf 
75% 62%7madan 
11% 9% TmsoXB 
ii 5% Tonspro 
18% 12%TiUEM* 
53% 37% Tn* 

3£ 20% TrttKg* 

3B 33%TrtOoot20 
14% loitee 

g 5B%Ti8xmt 
22% Tricon 
36% 30% TrcXfyi 
36 27% Tim 
59% 40Tim4 
27% 16% ThM 
20% 12% TUCK* 0 1 
5% 3% Titts* 
49%35%Tunwr 
7 4% TuUtflU 
20% 14% Urticant 
2Slj 21%1MiDM 
50 32%T^Cta 
7 3% TycoT 
3 l%TMr 


8% 6% URS 
52 40% USftfi 4.1 
30% 24 550 

35% 29 LET 

60% 38% UM. 

24% 20%uacnp 
9% 5% UNO IK 
35% 22%lHoon 
28%21%IMIr 
25% 16%UHH 
89 72*4 Wrtr 
M0%130%IMNV 
55% 44% UCanp 
49% 36%UtC*b 
25% 18% Union Dip 
56 48%Ufil50x 
68 8DI»fi40Ox 
44% 3BUflK 

S 34% UfK 
XIMmPM 
22% 17% IWorTUBS 
a 5% lams 
7% 4 IM Cap 

25% 18%UUM 
15% 13% UDoaMlx 
24% lBUkDvnM 

6S30%lMHnai . 

- «33%UMui» 

a 4%UttHUt 
11% mflQjdnfnd 
15% 10%UftrtC8j 
20% ll%IBMi 
18% 14% IBPBfi 
56% 1B%USRBT 
29% 19% USHm 
33% 2fi% USUCp 
46% 19%U5S*I 
127% B0%IMTtt 
17% 12UMMM 
30% 14% UBtntef 
40% 2Bltfvftadi 
20 17% (Mr Wi 
2B% 22%U*wlClp* 
38% 27%UnmlX 
68% 54% UNUM 
23% 17% USW 
37% 27%USWHtX 
23 14% USIHM 
34 17% USAWKS* 

10% B%ua#Etac 

23% 17% USX M 
37% 24% USX US 
14% lOUSXDrtl 
80% 25%UBMP 


000 I t 3} 74S8 43% 42% 

028 07 27 641 38% 37% 

020 07 26 831 30 29% 

036 00 T7254 40% 89% 

040 00 471 45 44% 

100 20 11 336 *0% 40% 

6 906 3% «U% 

1.00 90 5 10% 10% 

17 5 7 7 

OSB S02B 53 9% 9% 

12 27 17% 17 

62 495 59% 58 

025 07 19 26 35% 35% 

1.16 2A 21 1T1S 48% 47% 

048 14 11 54 33% 33 

064 1.1 15 1364 55% 55% 

(LOB 03100 554 27% 26% 

731873! u33 31% 
102 70 10 9 24% 24% 

200 20 10 1SB 72% 71% 

046 07 11 336 70% 69% 

040 40 8 3 10 10 

020 24 6 179 7% 7% 

029 1.4 12 17 19% 19% 

050 1.1 11 8308 53% 52% 

024 07 10 53 30 35% 

250 74 3 33% 33% 

7 357 11% 11% 

121 14 151B02ufi2% 82% 
064 05 17Qu2S% 25% 

088 20 11 1504 33% 33% 

000 20 91130 31% 30% 

010 02 56 125 «% 45% 

000 15 21 26 24% 23% 

9 2405 (C0% 19% 

020 13 241294 6% 5% 

080 1.7 17 1520 47% 45% 

012 23 94 5% 5% 

064 17 10 2E9 17% 17% 

070 11 9 40 22% 22% 

020 04 24 4412 U90 40% 

O10 10 7 489 8% 8 

i a 1% 1% 


II 25 8% 8% 

2 34 49% 46% 

35 2K 29 28% 
I 12 7880 29% <B9 

93870 45% 43% 
) 18 230 24 23% 

601416 u9% 9% 
1 8 3736 25% 25% 

3 22 J83 27% 27 

5 16 14 19% 18% 

l 18 4 87 36% 

» 19 2157 157% 156% 
T 11 1237 49 48% 

7 7 0589 44% 43% 

29 179 21% 21% 
I Z30 49% 48% 
! 7100 61% 61% 

} 13 2408 37% 37% 
I 11 7291 u55% 53% 
) 12 106* 36 35% 

) 16 4101 22 21% 

8853 7% 7% 
26 4758 U7% 6% 
1 20 248 25 24% 

> 32 766 13% 13% 
I T1 a 20% 20% 

2812440 40% 3B% 
1 8 a 33% 33% 

> 53 84 5% 5% 

90(113% 13% 

36 3D 10%dl0% 

' 7 2613 16% 16% 

I 9 4200 18% 17% 

59 2001 32% 31% 
8 552 22 21% 

> 13 487 30% 30% 

i 34 372B 44% 43% 
7 20 37490127% 125% 
i 24 32 19 15% 

14 28 23% 23% 
) 19 343 34% 34% 
M2 101 19% 18% 
1 12 1082 28% 28% 
! 2114845 37% 38% 
7 17 S73 86% 86% 
8 5BT 27% 27% 
M2 5799 31% 30% 
83 4854 17 19% 

26 1887 31% 31 

9 0 40 9% 9 

9 961053123% 22% 
5 11 1976 28% 28 

I 99 173 14% 13% 
3 12 205 Z7% 27% 


39% ~% 
33% -% 


44% +% 
127% -rl% 

z5% 

34% *% 
19 +% 
26% -% 
37% +% 
B8% -% 

27% *k 
30% -r% 


9% ♦% 
23% ♦% 


AMEX PRICES 


88% 47% VP Co IM 

29 20% VIirE DS2 

7% 5% MM tac 020 

29% 14%Vrt*MH 
11% S%WnCMITilL72 
20% 5%Varroa* 040 
02% 40% Venn ojj 

38% 25% tear 

>4% 12% ub 

i5% 13% van 004 

76 BBVKtf50Q 500 
32% 17% MAST M 
30% 24% Minks 
40% 32%Wodrtm OES 
11% 7% VoftfTtnr 
6% 25«nD* 

42% 35% VnadD 2.44 

68% S3%M4odl 168 


- V- 

20 25 2017 83% 62% 
13 702 22% 22% 

13 16 22 6% 6% 

SB 881 18% 17% 

7.0 102 10% 10% 

2.0 42 17681120% 20 

a7 12 967 *9% *5% 

751108 29 28*2 

12 0 55 13% 13% 

40 17 1472 16% 16 

70 J10 71 71 

15 2342 20% 19% 
28 189 35 34% 

1 8 a WOt 36% 35% 
10 32 6 07% 

24 2010(145% 44% 
50 17 104 41% 41% 

20 12 253 64% 64% 


63% «■% 
22% 

8% -% 
18% *h 
10% 

2D% -% 

46 *% 


34% •% 

35% -% 

fh 

44% ♦% 
41% -% 
54% *% 


Si X 
S3 

44% -% 
40% -% 
3% -% 
10% 

7 

9% 

17 

58% 

35J 2 *% 
*»% *% 
33% +% 
55% ♦% 
27% -% 
32% +1 

24% -% 
72% + 1% 
69 % - 1 % 
10 
7% 

19% -% 
53 -% 

§ * 
11% -% 
82% +1% 
25% •*% 
33% 4% 
31% 4% 

46 4 % 
23% *% 

20% 4% 

6 % 4 % 

46% •% 

5% 4% 
17% -% 

22 % 4 % 

49% 4l% 
6% -% 
1% 4% 


A -% 


9% 4% 
25% 4% 


157 *% 
«8% 


55% 41% 
35% 4% 


29% 16% MHStnd 
32% 28%WPLHdain 
28 17%VW»lac 
50% 3 B%WOim 

31 T5%WdmNA$ 
4% 2% Mtotacn 

38*4 29% Wugm 
30% 25% WrtmCS 
29% 19% WM 
68% 44% WiIm 
20% 18% Wtf&MUy 
22% 19%WUrtGLx 
30% 25%WMUtaI 
33)276% HtetfB 
12% a%WMemtftDR 
44% 1 7 WAUi 

5% [JUasoiH 
37% 23%WMIB< 
20% 16% WKUflteS 
40% 34% MMtaguKi 
4% ;%nmi9 
34% 27% KUtaMl 
24% IBUMdUl 
257% 202% UWhF 
22% l&% Waufys 
30 22% Wan Cc 

16% 14% WssfcetE 
67% 40%IMUK 
48% 16% WDioM 
16% ll% WeefflGas 
34% 28 Wiki Bu 

21 15%rtftB 
4»« 2%*RtuCoi 
27% 20Tj Wk&k 
33% 25%1Mnco 
48% 39% Writer 
17% 13% WbMMrtr 
81% 47%«B*SX 
44 27% WMtrtrt 
25% 21% WMn* 
26% 13%WMBMr 
37% S0% WloorlK 
s% 42% Urtms 
8% 5%ms*B 
101 2 6%W)MOif 
39 31 WfcaOf* 
10% 6%WfclMB^> 

32 26Wbc£n 

15l 2 IIVHmO 
37% 2B%McoCai> 
31% 23% WMC0OR 
36% 27% WMXT 
29% 15% Wotwrtie 
23% 9% W0MSI 
22% 17% Mild Mini 
10% 4%MxUcom 
34% 30 WPSRl 

E27 b 46%wngwnu 
44% 27% WHfl Bea 

30 iSWnnU 


135 1085 25% 25% 25% 

107 09 11 E9 29 28% 29% 

101154 25% 24% 24% 
100 12 14 2431*0% 50% 50>2 
028 10 28 SS 18% 015% 15% 

0.14 45 5 448 3% 3 3% 

049 10 25 2073 39% 37% 36 

056 1 9 18 1221 29% 28% 28% 

021 07 2244048 D2B% 27% 28% 

108 01 22 3354 85% 64% 65% 

100 50 14 451 19% 18% 19% 

1.14 52 11 160 21% 21% 21% 

108 37 82 12 29% 29% 29% 

400 1 4 16 4 334% 334% 334% 

BBT 295 9 6% 5% 

048 25 6 835 19% 18% 18% 

008 2.1 2 133 3% 3% 3% 

258 1995 31% 30% 31 

000 12 36 246 16% 015*4 16% 

2.48 65 20 437 38% 37% 36 

004 25.9 6 1027 2% 2% 2% 

00? 20 18 40 31% 31% 71% 

0.32 1 8 11 1203 18% 18 18% 

500 20 13 3173 255*4 262% 265% 

024 1.1 22 3281 22% 22% 22% 

056 20 36 42 27% 27% 27% 

002 50 17 572 15% 15% 15% 

3} 837 067% 56% 67% 

22 3096 45 44 45 

020 1 01 69 116 15% 15% 15% 
206 7.0 10 2536 29% 29% 29% 
020 1.1102 7500 16% 16% 18% 
032 10 7 0 2 3 3 3 

1.18 45 13 7 26% 26% 26% 

008 11 11 405 29% 28*2 28% 

150 15 20 2578 45% 45% 45% 

012 00 21 1277 15% 15% 15% 

130 18 21 2C80 49% 46% 48% 

28 21 38% 38% 38% 

(M2 1.7 15 1508 24% 34 24% 

28 311 13% 13% 13% 

108 4 7 13 86 3B% 35% 38 

136 15 19 3882 55% 54 a 

005 00 11 16 5% 5% 5% 

020 10 K 2377 16 15% 15% 

006 20 19 630 33*2 33% 33% 

040 50 16 289 5 7% E 

1 53 56 13 I8Z7 27% 25% 27 

012 OS 64 7l6(i15% 15% 15% 
1.12 14 90 62G 32% 32% 32% 
O H 17 27 58 25% £$% 26% 
000 1.7 2412933 34% 34% 34% 
016 00 25 544 28% 27 77 

060 17 40 3942 22% 71% 71% 
OIO 04 119iC2% 27% 22% 

1 1231 5% 5% S% 
100 03 11 458 30% 030 30*4 

008 1.1 32 B16 51% 60% 60% 

032 1 0 9 122 D 32% 37% 

0.40 1 4 14 46 28*2 28% 28% 


- X - Y - Z - 


56% 39% Xn* 

47% 39% Xn top 
25% 20% YukaEffl 
53% 43% YBkH 
3% 3Zap« 

25% 5%2xnB 
28% 2l%ZnfeNU 
7% 6% ZMxlnci 
77% 15% Zero 
25% l8%ZUnbd 
11% io%2wrtjltrti 
9 S%ZMbTUx 


48% 46% 
42% 42% 
22% 25% 
48 47 

3% 3% 

15% 14% 
25% 25% 
7% 7 

19% 19% 
25% 24% 
11% 11 
5% 6% 


*8% -0% 
42% *% 
22% -% 
47% 


25% *% 
7% 

19*2 +% 
25% *% 


Ye** NBIsud (m tar NYSE iWtoa Be uriod tore Ji 

I M* wtu teu anted. — d MU M »t *w*l rtrtff 

CD t* ta** il l run a n . Setae Ipne nre urancM. 

(HB» n** ta*. P* prt ao nta vi rarta. tata l t 
tart. iH flM W * ewWte rtHWd. MSB la taL 
I ogrtapi uni*ta(L 

Sra ■ tantan prion U tatf FndM* PT en« pm 


X FT Free Annual Reports Service 
You tan striata 9te eunsrt spur npcrli and » avafeida 
quutBrty reportB ot «y ewnparte* on the US i M rt MPg nn wtm 
i A lymtnL To onto; repora ring (pnanaiiaral taxsS) 
1-804-320-6097 or grre tha ram o I the HUmartes whose 
reports you want and ta yrer request to (MentMorel Access) 
1-804-320-01 36. Reports uffl be euit tbs next woridng day. 
siiyaci to auDa UBi f. You tan also order onto at Mp7/ 


MrUV 
. Ntatac 
AMU 
AahPa 
*als N 
ArtXJ** 
AMbMaM 

ASjfiw 


P/ to 
fflta E 100B 

10 17 

11 15 

005112 561 
104 4 2 

005 31732 

26 429 
1 -100 .56 
200 .8 13 

13 75 
■ 271583 
1 758 

46 31 


tSgh Lux 

15% 15*2 
3 HI 
6% 0% 
38% 39% 
10 9% 
12 % 12 % 
S«V 3 
1B% 18% 
5 Hi 
B SA 
1A 1A 

3% 3% 


CtaaCSog 

15>2 

2 

8% -k 

39% -P2 

Hi +% 
12% 

5 -A 
10% -% 
5 


Stock Dta. E 100c Hrt LiwCtee Oug 
Coned ft* 15 5 6% 6% 6% -% 

CRJEtATA 064 142337 11%d10% 11% ♦% 
Crown C A 0.40 1 26 14% 14% 14% +% 

CmuiCB MO 1 35 14% 14% 14% «■% 

rc ftfc 008 19 70 21 20% 21 -Ac 

Cite 3 35 10% 10% 10% +% 


Dilute 

Oucomun 


6370 1^ Hi 1^ 
15 349 3 19% 19% 


BUOcnn 0£D 0 
Badjart* 000 18 
aatffA*. UM is 

B 003 8 
Burt 131 

MsMtox040 27 

BWtadA 11 

ftM* . 10 

Mur .006 10 
fennA 104 22 


IT 2 
7038% 
162 2ii 
14® 14 
2 2% 
4.23% 
37 76% 
3 1% 
.45 23% 
79 18% 


d2 2 
38% 36% -% 
(E% 2% -it 
13% 13,1 -H 
2% 2% 

23% 23% +% 
2B%20% -% 
1% 1% 

23%. 23% +% 
18% 19% *% 


MB . 013 IB 11 33% 33% 33% 
Cwuac au 34 40 n% n% 11% -% 
B*1FM 001 140 4ii 4ft 4% -A 

Ctataoea 000 15 16 22% 22% 22% +% 
OtoW . . T15 43 11% 11% 11% ♦% 

&***« 112 SB 2% 2% 2% 


EhbiCQ 046 ® 4 13 13 13 

EdvBq 007 23 5517 S£ J7la Bi'c 

EcolEnA 032 29 34 8% 7% 8% *% 

EtatoRs M 5 9% HZ 9% +% 

Eptope 32 351 14% 13% 13% «% 

Febtndl 070 18 58 20 27% 27% 

Rra A 140 16 27 54% 53% 54% +% 
Forest La IB 804 40 39% 40 +% 

Frequency 13 29 10% 9% Hi -A 

E**l 000 15 02 16% 15% 16% -% 

QafltFdA 075 17 412 34% 33% 33% -% 

onrx 070 121637 16% 17% 16% +% 
GaUBeU 5 S3 A **% % "A 

HanOlr 2 253 ii Hi Si *& 

mbm 040 193036 39% 3B% 38% *% 


Stock Ota. E 100i WgU InwCton Ctag 

Heath Ch 32 10 hi ift 1A 

htten OIO 9 73 17% 16% 17% -r% 
HvnantanA 8 67 ft 6,', ft -A 

tastracp a« 19 ii n% ”% 11% •% 

W. to™ 156 752 71 2 7% 7* -A 

Memo* 36 252 13% 13% 13% *h 

MK OIO 2517158 17% 15% 17% ♦!% 

Jen Bel 32 6805 2% 2% 2% 
jrecorp 1023 Hi 3% 3% -% 

OtekCp 14 12 3A 2S 2jl -A 

Kktiy&QJ OIO K 3 17% 17% 17% 

Kogtq 9 M 15% 15% 15% -% 

Utage 0® 29 115 6% 6% 6}| -A 

tyred) Cp 020 14 29 SB 66% 09+2% 

Huui 7 40 42 41% 41% •% 

ItafeA 052 11 281 31% 30% 30% -% 

Wre CD 020 4 9 7% 7% 7% 

Hteedli 0 406 10% 10% 10% +% 

1/taLd 12 6& 6vs 6, 7 < 

Hoag A 100 14 30 20% 20% 20% 

HSR Bed 10 10 % % % -A 

; KandDev 4 201 B% 8% 6% +% 

KY TrnA OSB 23 1416 35% 34% 35% ■% 


4 pm dose October 18 


Stock Dfc. E 10M Mgh Lo*CtonCtng 

NumecE 112 138 4l 2 4A P 2 +% 

Nlffl 6 59 9 8% 9 ♦% 

Pegas 6 010 99 J267 «J% 9% 9/J A 

Pwtt 000 1 97 9 0% 9 +A 

Nttaf A 003 14 44 46 45 48 

PMC 1.12 12 72 14 13% 13% •% 

ftenSred 27 2 30% 30% 30% 

SJWtop 122 9 12 40 39% 38% 

TebfYDdl 020 12 32 7% 7% 7% +% 

TC48DBB 040 15 521 38% 38% 36% +% 

Thermedcs 35 21B 21% 21% 21% 

Therractos 28 545 341-2 33% 34% +% 

TufNA 030142 1» 10% 9> 2 10 ♦% 

TownOap 4 209 ii % % 

Tntxi 0 136 u% % % ♦% 

TlteMsr 71241 11% 11% 11% +% 
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MONDAY 


CDU holds congress 


Germany’s Christian Democratic 
Union, the party of Helmut Kohl, the 
chancellor, begins its two-day annual 
congress in Hanover. Mr Kohl, who 
becomes the federal republic's 
longest-serving chancellor at the end of 
the month, is assured of overwhelming 
support from the 1,000 or so delegates 
when he gives his keynote speech 
today. Tomorrow, the congress will 
debate the party's plans for income tax 
reform and look ahead to the problems 
of financing Germany’s generous 
welfare state in the 2lst century. 


EU parliament in session 

The European parliament holds a 
plenary session in Strasbourg which 
will Include newly elected MEPs from 
Austria (to Oct 25). On Tuesday, 
Jacques San ter, the president of the 
European Commission, unveils its 
legislative programme for 1997. Dick 
Spring, the Irish foreign minister, 
reports on this month's mini -summit in 
Dublin on Wednesday. Other Issues on 
the agenda Include proposals to set up 
a guarantee fund to finance European 
film making: free movement of doctors 
in the EU; and misleading advertising. 



(up to £30,000). The most expensive 

item is a Picasso vase of a nude couple 

which should make £70,000. Caine's 
more important acquisitions, of art 
nouveau and art deco, will be sold on 

November 1st. 


opposition Labour Party believes Malta ; 
should not tie itself to Europe to the. 
detriment of relations with its other 
Mediterranean neighbours. : 


r. IMS 


Public holidays 

Fiji, Hungary, Thailand. 
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Slovakia; Alundnhun. 


Clocks go back and forth 

Summer time ends in Europe; where 
the clocks go back one hour between 
midnight and 3am Sunday. In the US, 
Canada and Mexico, they also retreat 
an hour. However, in some parts of the 
southern hemisphere, including 
Australia, they go forward an hour. 
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Samper In Far East 

On the last leg of a trip to strengthen 
trade links with Far Eastern countries. 
Tg r npg fp Samper, the Colombian 
president, lands in Seoul Mr Samper is 
with a large delegation, including two 
ministers the presidents of the 
state oil cofr l companies, as well as 
representatives from the flower, coffee, 
automotive an d banana sectors. Earlier 
in the week Mr Samper will make the 
first visit to by a Colombian 
head of state, and on Wednesday be 
goes to Indonesia. In Seoul, the 
delegation wQl concentrate on s cience , 
technology and training. 


Horse racing 

One of England's top races for 
two-year-olds, the Racing Post Trophy 
over a mile at Doncaster racecourse, 
often supplies important clues to the 
following season’s classic races. 
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Public holidays 

Austria. Nauru, Sri L anka , Taiwan 


SUNDAY 


Salt’* 


The Indian tiger is l near extinction" following economic liberalisation and an increased demand for tiger parts used In traditional Chinese medicine 


Germany floats red herring 


Deutsche Tele- 
kom publishes 
the final pro- 
spectus for its 
initial public 
offering of 
shares - one of 
the world's 
biggest - which 
is likely to raise 
about DMl5bn (£6.L2bn). The 
document, dubbed the red herring, 
includes a price range and the 
discounts for retail investors - 
probably between 1 and 5 per cent 
Later this week, executives set off to 
drum up demand for the shares, which 
are likely to be listed on November IS. 


Honduras. Hoag Kong. India, Jamaica, 
Kenya, Macau, Somali. 
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Germany; UK Executive Cars (UK 
only). 


TUESDAY 


with some controversial measures - 
such as the introduction of voluntary 
identity cards - pushed back for 
inclusion in the Conservative election, 
manifesto. The main bills are expected 
to include measures against social 
security fraud, selection and stricter 
discipline in schools, tougher 
sentencing for repeat offenders and 
primary health care. 


Capo v Pentfto 

Salvatore Riina, the capo dd capi of the 
Sicilian mafia, and 17 others face trial 
over the murder in 1992 of Paolo 
Borsellino, the anti-mafia magistrate. 
The trial in Caltanissetta may bring 
Riina into confrontation for the first 
time with Giovanni Brusca, the pentito 
ctei pentiti, a top member of the Sicilian 
mafia who has agreed to give evidence 
against his colleagues. Mr Brusca, who 
was reputed to be Riinas’ main 
organiser of violence, is accused of 
complicity in Mr Borsellino’s murder. 


Tigers near extinction 

Economic liberalisation and a rapid 
increase in the demand for traditional 
Chinese medicine in the Far East have 
intensified the trade in tiger parts, 
according to a report to be published 
by the Environment Investigation 
Agency in London. The report says 
Indian tigers have been poached to 
near extinction, with the government 
failing to enforce its own conservation 
measures and san ctio ning industrial 
encroachment on tiger habitat. 


Wind farm in Wales 


human rights in the colony. The 
committee last year commissioned a 
special report on Hong Kong about the 
human rights consequences of the 
reversion to Chinese rule next July. 
The application and enforcement of 
international human rights 
conventions alter the changeover is 
still under discussion. Many in Hong 
Kong fear china will curb basic 
freedoms and democratic rights once 
the colony becomes a “special 
adminis trative region”. 


Golf 

Volvo Masters, Valderrama, Spain (to 
Oct 27). 


Public holiday 


FT Survey 

Zimbabwe. 


Bulgarians elect president 

B ulgarian voters elect a new president 
- a mostly ceremonial post - amid 
politi ca l and social unrest caused by 
the socialist government's austerity 
measures. The front-runners are Ivan 
Marazov, a socialist former culture 
minister, and Peter Stoyanov, the main 
opposition United Democratic Front’s 
candidate. The incumbent, Zhelyu 
Zhelev, a former dissident who helped 
steer Bulgaria away from communism 
but bag frequently clashed with the 
new political leaders, is not runnin g . 
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Festival of llamas 


FRIDAY 


Japan signs military deal 

In a small but significant departure 
from Japan's deep post-war pacifism, it 
will sign an acquisition and 
cross-servicing agreement with the US 
on the mutual supply of military goods 
and services. This will bind Japan to 
providing logistical support and 
non-weapons supplies to US troops 
operating abroad in peacetime. 


National Power, 
^ ® r * ta * D ’. s 

form in Europe, 
wind farm, 

which has been helped by government 
subsidies for renewable energy, will 
have a capacity of 33.6 megawatts - 
enough energy to meet the needs of 
25.000 local households. 


Kinkel visits China 

Klaus Kinkel, the German foreign 
minister, begins a four-day visit to 
China to promote bilateral ties. An 
earlier trip was postponed because of 
friction over Tibet 


WEDNESDAY 


Public holidays 

British Virgin Islands, Guatemala. 


Queen’s Speech 

The British parliament returns with 
the Queen’s Speech, which will lay out 
the government’s programme for the 
last session before the general election. 
The programme has been trimmed. 


Canadian Liberals convene 

Canada's ruling Liberal Party begins 
its biennial convention, safe in the 
knowledge that its high standing in 
opinion polls and a weak opposition 
virtually guarantee victory in the next 
general election, which is likely to be 
in 1997. Organisers should have little 
trouble containing divisions over the 
government's fiscal restraint and its 
strategy to thwart Quebec secession. 


Trade summit In Harare 

The regional trade imbalance will top 
the agenda when presidents and 
business leaders in southern Africa 
meet in the Zimbabwe capital of 
Harare to try to improve trade and 
investment co-operation- Presidents 
Ketumile Masire of Botswana, Robert 
Mugabe or Zimbabwe. Frederick 
Chiluba of Zambia and Jose Eduardo 
dos Santos of Angola will be joined by 
the South African deputy president, 
Thabo Mbeki, as well as delegates from 
Malaysia and the US. Exports from 
South Africa have flooded its 
sub-Saharan neighbours since the end 
of apartheid and the normalisation of 
its relations with the region. 


Chirac In Middle East 

Jacques Chirac, the French president, 
visits Egypt during a six-day tour to 
the Middle East Earlier, be wfD be In 
Israel and travel to the West Bank 
town of Ramallah and the Gaza Strip. 
The trip reflects France's traditional 
ties in the region, especially In 
Lebanon. But Mr Chirac will also try to 
boost the political influence of the EU, 
the largest donor in the development at 
the Palestinian economy. France would 
like the EU to play a more active rale 
in the Israeli-Palestinian peace tyii« 
and in the Middle East peace process. 


am More than 2,000 

ySfaf llamas, alpacas, 

'(/W ’■ . vicunas and 

^ go guanucosare 

1§[!Sp artisans at the 

International - 
Festival of 

South American Camelids, in Puno, 
Peru. The festival coincides with the 
legal reappearance of garments made 
from the hair of the vicuna, recently 
removed, from the list of endangered 
species. Andean inhabitants have eaten 
the camelids' tough but tasty meat for 
centuries. Llama sausages and alpaca 
s alami can now be found, too. 
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Public holidays 

Grenada, Kazakhs tan, Taiwan. 


Saleroom 



HK human rights concerns 

The Geneva-based United Nations 
Human Rights Committee hears 
evidence from Hong Kong officials on 


The actor Michael 
Caine, who is moving 
back to the UK and Is 
disposing of the 
contents of bis Los 

_ Angeles home, sells 

some of his art collection at Sotheby’s 
in London. Among them are a drawing 
by Toulouse-Lautrec (estimated at up 
to £2,500); a Dali watercolour (up to 
£6,000); and a Renoir still life of apples 


FT Surveys 

Large Corporate Properties; Jordan. 


SATURDAY 


Elections In Malta 

Voters in Malta go to the polls for an 
election In which the main parties are 
starkly divided over the EU. While the 
ruling conservative Nationalist Party 
strongly supports membership, the 


At the speed of light 

About four dozen solar-powered cars 
start a 3,010km rally down the Stuart 
Highway, which links Darwin on 
Australia’s north coast with Adelaide 
in tile south, as part of the 299& World 
Solar Car Challenge- The triennial., 
event is expected to attract entries 
from about ISTtocnrtries.Organisers 
say the fastest cars can average more 
than 90 km/hour. Leading contenders 
may have to slow down in the midday 
sun to avoid breaking speed limits. 
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Other economic news 


Statistics to be released this week 


Monday: Retail sales in 
Canada are thought to have 
accelerated in August, as is 
industrial production in 
Sweden. 

Tuesday; The Confedera- 
tion of British Industry 
releases its latest quarteriy 
indus trial trends report. 
Industrial production in 
France is forecast to have 
rebounded in August after 
July's small foil. 

Wednesday: Retail sales in 
the UK are forecast to have 
fallen a little last month, 
after what was seen as an 
unsustainably strong 
increase in August. The 
annual growth rate of Swed- 
ish retail sales should have 
slowed a little in August. 

Thursday: The Bundes- 
bank Council meets in 
Frankfurt. Growth in French 
household consumer spend- 
ing is predicted to have 
slowed in September, while 
industrial production in 
Spain may have stalled in 
the previous month. 

Friday: The pace of eco- 
nomic growth in the UK is 
thought to have picked up to 
an above-trend rate in the 
third quarter. US durable 
goods orders are forecast to 
have rebounded in Septem- 
ber after August’s foil. 


Day 

RefMaad 


Economic 

Statistic 


Prawiotn- 

Actual 


Ratand Country 


Japan 

Canada 


Canada 


Oct whob'i price indx (1st 10 days) 

Aug rota# sales*T 0.4% 

Aug industrial production"* 2.4% 

Aug industrial production" 0.3% 

Aug Industrial prod exd energy* 02% 

Sep consumer pride index* nonf 0.1 % 

Sep consumer price Index** non} - 1 .4% 

Sep CPl excl food and energy nant 1-3% 

Sep wholesale trade*? 0.3% 

Sep export price index 

Sep import price index 
Oct consumer price index crties'ft 0.4% 

Oct consumer price index cities Tt 3.3% 

Sep Treasury budget S30-QI 

03 consumer price index, headline-- 0.4% 

Q3 CPI, underlying— 0.6% 

Sep retail sates* -0.7% 

Sep retail sates** 3.9% 

Sep leading mdlcators*t 0.4% 

Q3 AWOTE (wages) ~ ~ ' ~ a9%~ 

Sep household consumption^ 1 -8% 

Ml week ended Oct 14 


- 0 . 1 % • 


FFrS.Obn 


FFrll.lbrt- 


Z2% ■■ 


-£M99m" 


M2 week ended Oct 14 


M3 week ended Oct 14 


Aug industrial production** 


Mexico Oct 2 weeMy. consumer price Index* ~ , 1-04% - 

Frl Jap an ' - Oct consumer price Index, Tokyo*" 0.0% -0.4% 

Oct 25 Japan Sep consumer pric e Index, nation** -02% 0-2% 

Japan Sep BoJ corporate sar y toas price*" -0.7% 

Japan Sep BoJ curpur ate servfoes pricB - - , -0.1% 

France ' Sep consumer price index flrtaT £14% 

France Sep consumer price index final"* ’ - . 1.6% 

Franca - Aug trade balance r • _ . FFr9. (Ban . F Fr11>1bO.. 

UK Q3 gross dom procT**tt 0.8% 0J5% ' • •: 

UK Q3 gross dom p ro d** tt • 2^% ' 2. 2% 

UK Sap visible trade excfodng EC -£500m -E499m 

US Sep existing home sates ~ . ‘ ,4i.1Qm ,4.13m 

US . Sep durable orders 1.5% -3Jt% * - 

US Sep durable shipments ... . 03% 

During the week... •' ■ ' - 

Germany , Jun retefl sales, rear* ' .. "-1,0% '-&0% . 

Germany Jon retafl saJasf - 0.0% . - ~i.o% 

Chile Sep ' trade balance ■ -5267 m 

Germany Se p Import prices" Q.3% =-A2% - 

Germany Sep import prices"* ’ -0-1% .-4X3% 

Japan Sep supermarket sates** ’’ . ' -03% " , 

Japan Sap department store sa tes** - • - .13% 

Germany ' Oot cost of llvingtt (west) - ■ - , 03% - .* 

Germany Oct cqet c S 6ytag M ‘tt (wesfr. - ■ 1-5% " 1.4% 

-month on month, "year on year. *** qjr.on qtr, tsaas adjusted, ttpreJim Statistics, courtesy MMS taavnatkwaC 
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ACROSS 

1 Burglar giving theatre 
audience a wave (12) 

10 Can forget a cat after once 

put out (7) 

11 Herb returned on time or 

before <7) , , 

12 Italian banker nipped back 
to get ruler (5) 

13 Name relief worker in bed 
showing disdain (8) 

15 Not loving cooking can 
ruin Tom (10) 

16 Silver Street’s first party 
for man only (4) 

18 Record obtained thanks to 
exercises (4) 

20 Paid a South American 
sailor in bones! DO) 

22 To restore confidence to 
users are specially adapted 
($) 

34 A brown one is found 
among the back copies (5) 

26 Not at an against returning 
article (7) 

27 Around mid-morning a fool 
wanted port! (7) 

28 They're instead of assorted 
pearls, a joins 1 interrupts 
02 ) 


DOWN 

2 No top doctor has to live in 
for a month (7) 

3 Sly student overlooked 
revising modern set of 
symptoms (8) 

4 Born at hospital some- 
where in Avon (4) 

5 Careftd but unusual claim 
one firm accepted (10) 

6 Took the attitude of a reli- 
gious person? (5) 

7 Now send round to be let in 

again (7) . 

S Cursing turret requiring 
renovation and rebuilding 
02 ) 

9 First-class they may be but 
they’re gonna get licked! 
OJS) 

14 Green train runs when 
there's gaps in continuity 
( 10 ) 

17 Engineer tests a new ver- 
sion in case (8) 

19 Salesman returns carrying 
final coat (7) 

21 Shrewd fool that is not 
without love CD 

23 Finding some task impor- 
tant don't do it properly? 
t5) - 

25 Putting 1,000 in envelope 
addressed to yourself is 
wise! 14) 
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F. Dennett, St Helens. Lan- 
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A.G. Lockhart, Stanion. Nor- 
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T.E. Morgan, Kings Heath, 

Birmingham 
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H thA Internet is 
the ; Wild;:? West, 
Sanford 'Wallace . 
most jie.one of its 
.most - _lnfamtms 
cowboys; Wallace^ 
a businessman . in 
P e h as y $v . a iii a , 
rents a company,' 
Cyber Promotions, which : offers 
to distribute advertisements to 

100,000 people by e-mall for "less 
than ’the cost, of Id , first-class 
stamps-/- .; • V . 

To advertisers who are used to 
paying io cents V name just for 
^mng Jtste. then paying postage 
in order send out their junk 
mail, this sounds too good to be 
true. It is. The trouble with unso- 
licited e-rnail is that .while some, 
penile' trash it, others get very 
ao gry . ~ .Unsolicited e-mail or 
newsgronp postings are known 
on. .the-. Net fas "spam”, and 
“spammers’'- sure . . 'Viewed/ by 
many "people/ online as only 
marginally 'better than child 


Tim Jackson 


Round up the junk mail cowboys 


pomographers and terrorists. 

At least a dozen Web sites are 
devoted to the aim of orchestra- 
ting 1 campaigns to punish spam. 
Among the remedies suggested is 
to call up companies like Cyber 
Promotions on their 800 numbers 
to explain, at their expense, why 
the sending of unsolicited mail is 
so irritating. Most people choose 
to hit the "reply" button, and 
send back an abusive message. 

If only 10 per cent of recipients 
do this, an outbound mailing to 
100,000 names will produce 10,000 
angry replies: enough to clog up 
a mailbox for days on end. 

. So people like Wallace have to 
live in a state of electronic hid- 
ing. like owners of samizdat 


printing presses in the former 
Soviet Union, When they send 
out unsolicited mail, they gener- 
ally use a false address. They 
also keep changing their Net ser- 
vice providers (ISPs) in order to 
stay one step ahead of their pur- 
suers. 

Recently, however. America 
Online, the world's biggest online 
service, has entered the junk 
wars. After Cyber Promotions 
sent e-mail to 650,000 of its cus- 
tomers, AOL hit back by saving 
up all the mail to invalid 
addresses and sending it back to 
Cyber Promotions in one go. The 
result was a server crash at 
Cyber Promotions’ ISP. which 
promptly terminated its contract 


with Wallace to avoid further 
trouble. 

But Wallace would not play 
dead; he sued AOL for unfair 
competition, denial of tree speech 
- and other things. AOL then 
counter-sued. The case is still 
before the courts. Judging by the 
200 pages or so of papers I’ve 
read, it has become bafflingly 
complex. 

To anyone outside the US, it 
seems clear the issue raised by 
junk e-mail is money. While 
phone calls from salesmen during 
dinner are irritating, the recipi- 
ent of junk e-mail often has to 
spend money downloading it to 
discover it is not worth reading. 
That makes people really angry. 


Some have proposed legal 
responses, such as an outright 
ban or a requirement to label all 
unsolicited e-mail so recipients 
can reject it in advance at no 
cost. But the problem may create 
its own solution. One company, 
JunkbU5ters.Com, has a Web site 
that provides a legal "offer” 
which Net users can send to junk 
mailers, intended to place them 
under a legal obligation to pay 
for the reading of every piece of 
junk they send in future. 

Recognising that advertisers 
want to use e-mail but Net users 
are not willing to read junk 
uncompensated, a company 
called CyberGold has built a sys- 
tem that allows people to sign up 


as willing recipients of junk mall, 
in certain categories, for payment 
of 50 cents or more for every 
piece of junk they read. 

The service is pitched to adver- 
tisers as convenient, as it saves 
them the trouble of trying to fig- 
ure out what kind of content to 
sponsor In order to reach their 
audience; and as cost-effective, 
because they do not pay for a 
single recipient who does not 
read their message. To make sure 
advertisers get their money's 
worth, readers have to prove that 
they have read the ads atten- 
tively by answering quizzes. 

When It Is launched shortly, 
the service will also allow people 
to sell their postal addresses to 


advertisers for about $8 (£5.10) a 
time. Payments will be in tokens 
with the Wagnerian name of 
CyberGold, redeemable against a 
range of products and services. 

It may sound nutty, but the 
company, in Berkeley. California, 
has the backing of two of the 
leading luminaries of America s 
high-tech establishment; Regis 
McKenna, one of Silicon Valley's 
leading PR strategy gurus, and 
Jay Cbiat. co-founder of the 
Cbiat, Day advertising agency. 

CyberGold raises the wonderful 
possibility that Net addicts may 
be able to turn their time-wasting 
into a source of income. Better 
still, it may provide a market 
solution to the problem of the 
Wild West cowboys. Once adver- 
tisers start to discover that they 
get better responses by paying 
consumers to read their mes- 
sages. they may give up the cru- 
der, more irritating forms of junk 
e-mail. 

trmJackson\5ipobox. com 
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Gates casts his lines for a Net profit 

Geoffrey Wheelwright in Seattle and Louise Kehoe in San Francisco map online markets 
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'2 /■*■ "m MT icrosoft . will next 
-/’v- [% /■ .month re-launch the 

- ; / : I Vf ■ ; Microsoft Network 
. : .A- v "JL (MSN) as an Xnter- 

V:;i; net-based information, shopping 
% and entertainment service, carry- 
~ ^ ing an . a long tradition of hitting 
the mark.with the second or sub- 
' sequent releases of its products. 

The first- version of MSN, intro- 
17 ,, duced a year ago, was based on 
‘ 3 proprietary technology. Users 
needed Microsoft software, while 
information providers - predomi- 
‘ nantly media companies - had to 
f. format their content using spe- 
«• ,\j>. dal Microsoft tools. 
jg :l-\. But the rising popularity of the 
f -2. Net quickly convinced Microsoft 
V. that it needed to change course. 
The company has now revamped 
&. MSN. Rather than competing 
with the Net for attention and 
. users, MSN is now. part of the 
2' .2- global network. 

All Net users will be able to 
"/// view portions of MSN free of 
’ charge. Paying subscribers will 
..// be provided with a new “viewer” 
program that gives them access 
■ / ■ to a broader range of features. 

* 7* The main difference that 

— MSN’s existing 1.6m subscribers 
win notice when the service goes 

c f j,_u live next month is expansion of 
w '* '■ i content Among the new features 

- r: * of MSN 2.0 is Expedia, an online 
■ ‘ travel booking service being 

jointly launched with American 
■- i Express. There will also be an 
~ . investment management service. 




KS* 

VaTae 
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Microsoft Investor, for trading 
stocks online and tracking mar- 
kets. and an o nlin e shopping 
mall called The Plaza. Microsoft 
has also announced an ambitious 
plan to offer localised online city- 
specific entertainment maga- 
zines, initially in the US. 

Microsoft boasts that the new 
service will "redefine what it 
means to be online”. For exam- 
ple, MSN will feature "Web- 
shows” organised into six televi- 
sion-style “channels”. The Web- 
shows range from the lowbrow 
“15 Seconds of Fame", which 
gives members a chance to offer 
stories about important life 
events such as “the first time 1 


got drunk”, to more philosophical 
shows such as Retrospect 360 
Degrees, a multimedia view of 
topics such as “history of the 
future". Other Web shows 
include Star Trek: Continuum 
and Entertainment Tonight 

There will be news from the 
MSNBC, a Joint venture with 
NBC television. “Our goal was to 
create a network that is easy to 
use, well produced, and makes 
sense of a new medium to our 
audience,” says Bob Bejan, 
MSN's executive producer. 

Market analysts see MSN as a 
direct challenger to AOL, Compu- 
Serve and Prodigy as well as to 
popular Net-based sendees such 


as those operated by newspapers, 
magazines and online entertain- 
ment organisations. 

Last month AOL announced 
marketing initiatives aimed at 
“building consumer loyalty, 
increasing retention, and differ- 
entiating brand attributes". 

Bill Gates, Microsoft's chair- 
man and chief executive, insists 
however that he is not out to 
steal subscribers from estab- 
lished services such as AOL. His 
goal, he says, is to expand the 
market for online services. 

"The day I read he [Steve Case, 
chief executive of AOL] has 10m 
subscribers - that's not a bad 
day,” says Gates. “It means 
online service subscriptions are 
doing very well." 

MSN is, nonetheless, aggres- 
sively priced. The service, includ- 
ing unlimited access to other Net 
sites, will sell for $19.95 (£12.70) a 
month in the US. Such “flat rate" 
fees are attractive to avid online 
fans but are so far not available 
from services such as AOL, 
which charge by the hour. 

Mark Mooradian, a senior ana- 
lyst at Jupiter Communications, 
a New York Net consultancy, is 
sceptical about Microsoft's claim 
that it simply wants to expand 
the online market He sees Micro- 
soft winning subscribers from 
other Net service providers 
(ISPs), including AOL. 

Mooradian was surprised, he 
said, that Microsoft's announce- 


ment of MSN 2.0 has not yet 
prompted price cuts by AOL. The 
market leader may believe that it 
does not have to respond to MSN 
because it is offering a wider 
range of content, he speculated. 

But AOL and other online ser- 
vices may yet be forced to adjust 
their pricing, because Microsoft 
will soon start a $100m marketing 
blitz including TV, radio and 
print. 

That is still well below AOL's 
$400m a year budget for advertis- 
ing. But Microsoft has many 
"free" opportunities to promote 
its new online service such as the 
continued presence of the MSN 
logo on the Windows 95 desktop. 

Jupiter predicts that Microsoft 
will at least achieve its 
short-term goal of doubling the 
number of subscribers to MSN 
during the next 12 months. 

Microsoft says that it does not 
expect to make money on the ser- 
vice for at least three years. In 
the longer term, however, the 
company believes that annual 
revenues of about $13bn to $15bn 
will be generated on the Net by 
2000, and it is aiming to get 10 
per cent of that business. 

Perhaps Microsoft's greatest 
strength, however, is its ability 
and determination to stick with a 
project until eventually it creates 
a winning product. The only 
question about MSN is whether it 
will be version two, three or four 
that takes the market by storm. 



• Wall Street Research Net 
{unow.wsm.com) has a wide- 
ranging list of links to markets, 
stocks and economic informa- 
tion, as well as business news 
and US government data. 

• Carlson Online ( www Jin-in - 
fo.com ) is a good source for 
Canadian public company inves- 
tor information. There are press 
releases and stock charts for 
companies on the Toronto. Mon- 
treal, Alberta and Vancouver 
stock exchanges. 

• Volvo’s new site livww.vohrt- 
cars.co.uk) promises much but 
seems to be unnecessarily 
Frames-based. It has more infor- 
mation about Volvo cars than 
you might ever want, but you 
can win a mountain bike by tell- 
ing them bow good it is. Virtual 
Showroom (www.virtual-show- 
room.co.uk) made its debut at 
the Birmingham Motor Show 
last week: a no-nonsense inter- 
active catalogue of new and 
used cars across the UK. It has 
a nice search facility which cov- 
ers dealer networks and allows 
users to escape the hard sell. 

• Legal Tools iwww.legal- 
tools.com) describes itself as a 
virtual law office, with discus- 
sion groups an aspects of the US 
judicial system, including com- 
puter law and intellectual prop- 
erty and more common topics. 
The keyword search facility 


seemed to be permanently out. 
though. 

• Asian Advertising and Mar- 
keting magazine < iru'U’. as i- 
anad.com> may be a worthwhile 
reference point if you're doing 
business in that part of the 
world. A nicely designed site 
with several interesting articles 
and a special focus on business 
media, as well as a sample of its 
country-by-country research 
briefings, downloadable in 
Adobe Acrobat format. 

• The Florida-based Interna- 
tional Association for Electronic 
Commerce Professionals has put 
up a site iwww.aecpii.com) 
where it plans to build a mem- 
bership roll and offer job list- 
ings and general business info 
in this fast-evolving sector. 

• The US Department of Ener- 
gy’s Transportation Technolo- 
gies site ( www.otLdoe.got 0 is 
handy if you are involved, even 
peripherally, in urban transport 
planning or technological devel- 
opment of vehicles. Find out all 
about the Hybrid Electric 
Vehicle project and run a fuel 
economy simulator exercise. 

• Finally, the most practical 
non-business site I’ve seen for a 
while is link-it’s UK TV Guide 
iwww.link-it.comltv). It lists 
what's on terrestrial television 
each evening and links to pages 
for some of the shows. 
steoe.mcgookiruqJt.com 
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T he stampede of South 
Korean companies into 
Europe is gathering 
pace. Daewoo is poised 
to take over Thomson’s con- 
sumer electronics business. 
Hyundai is to build a £2.4bn chip 
factory in Scotland. Samsung is 
in talks to buy Fokker, the Dutch 
aircraft-maker. 

While the motives of the 
Koreans have been much dis- 
cussed, another question is more 
elusive. The range of their invest- 
ments is enormous, from micro- 
chips to earthmoving equipment 
In many of those markets, only a 
handful of European manufactur- 
ers still compete. Why can com- 
panies from the other side of the 
world hope to succeed where the 
locals have failed? 

Just this question is raised by 
Samsung, the biggest of the Kor- 
ean conglomerates. In 1990, Sam- 
sung manufactured very little in 
Europe. It now makes semicon- 
ductors and computer monitors, 
microwave ovens, refrigerators, 
TV sets and VCRs, excavators, 
watches and cameras. Its future 
plans include air-conditioning 
equipment and vacuum cleaners, 
and perhaps personal computers 
and mobile phones. 

In the past six years, Sam- 
sung’s strategy has changed radi- 
cally. At the outset its invest- 
ments were driven by the threat 
of anti-dumping measures from 
the EU. By 1993, however, it had 
drawn up a European master 
plan. This forms part of a group- 
wide strategy which lays down 
that by the end of the decade, for 
instance, 70 per cent of Sam- 
sung’s global production in elec- 
tronics should be outside Korea. 

T alking to Samsung executives 
in Europe, certain aspects of the 
plan recur. First comes brute vol- 
ume or production. Mr Sang- Jin 
Park, president of the Spanish 
operation, says: “Our starting 
point [in 1990] was rapid quanti- 
tative growth, to achieve scale 
economies. From this year, we 
aim at qualitative growth." 

With that comes a heavy 
emphasis on vertical integration. 
Samsung’s biggest single 
strength is in manufacturing 
technology. It therefore aims to 
control most, if not all. of the 
elements of production. 

The quantitative targets are 
punishing. Samsung’s Wynyard 
plant, on Teesside in the UK, will 
make just under 1m computer 
monitors this year. Next year's 
target is l.6m to 2m. Its excavator 
plant in North Yorkshire will 
make 350 units this year. The tar- 
get bv the end of the century is 
1.500. 

Samsung supplies 10 per cent 
of the European market from its 
Berlin TV picture tube factory. 
By the end of the century it aims 
at 15 per cent. At its Barcelona 
plant, where it makes VCRs, 1996 
sales of $330m are planned to 
double by the next century. 

At this point, certain cliches 
about the Korean conglomerates 
come to mind: that they are 
obsessed with volume at the 
expense of profit, that they rely 
on cheap finance, and that their 
chief concern is to copy each 
other. 

Samsung executives do not 
deny taking a long-term view of 
profitability. However, they insist 
that profit targets are set down 
from the outset Mr In Kim, presi- 
dent of the Berlin operation, says 
that when the business was 
bought in 1993 from the Treu- 


The sum of its 


Am important motive Is the 
need to respond fast to market 
chanees. Mr O’Brien savs: “It 


European parts 


Tony Jackson looks at how Samsung has adapted 
the Korean approach to its new markets 



hand, the East German liquidat- 
ing authority, the aim was to 
achieve a post-tax profit within 
three years. In the event, growth 
in the eastern European market 
for TV sets has proved disap- 
pointing, and the target has 
shifted. “But if we had thought 
we’d lose money in the future”, 
he says, “we wouldn't have come 
here." 

As for finance, Korean interest 
rates are much higher than they 
used to be. S ams ung says its 
European investments start life 
with an average of 30 per cent 
equity funding from the Korean 
parent The rest is funded locally. 

On the charge of copying Kor- 
ean rivals, Samsung is politely 
dismissive. Mr Shin-Jae Kim. 
director of European strategy, 
says "we used to study our Kor- 
ean competitors' moves in great 
detail, but not any more. We 
don’t rate Hyundai and Daewoo 
as the competition. Our aim is to 
be a global company. The compa- 
nies we try to compete with are 
above their level, such as Sony 
and Philips." 

The central question remains: 
how can Samsung, with its vastly 
different cultural background, 
make a success of running busi- 
nesses across Europe? More spe- 
cifically. wbat kind of manage- 
ment structures does it put in 
place in its European operations? 

Across Europe, Korean and 
local managers agree on one 
point. The aim is to produce a 
synthesis: a mixed style of man- 
agement, taking the best from 


both sides. Mr In Kim says: “In 
Korea, when we work on a proj- 
ect, we ask how well the team is 
working. Here [in Berlin!, indi- 
vidual ability is much higher, so 
the approach is more individual. 
Each concept has its strong and 
weak points." 

One weak point, it seems, is 
Korea’s traditional autocratic 
approach to management. Mr 
John Harkness, plant director of 
the North Yorkshire excavator 
factory, says: "Samsung is a huge 
company, with a huge bureau- 
cracy: and yes. It’s Korean, In the 
past its tendency was autocratic, 
but that's something the com- 
pany is aware of and has dis- 
cussed openly.” In particular, he 


says, the Korean approach of 
vast plants run by management 
hierarchies is ruled out. Instead, 
the mana gement structure is Oat, 
and authority devolved. 

At the Wynyard electronics 
plant on Teesside. there is no 
executive car parking, and man- 
agement and workers share the 
same cafeteria. Everyone clocks 
in. including the Scottish manag- 
ing director, Mr Danny O’Brien. 
There are no trade unions. 

Creating an indigenous man- 
agement style is important for 
another reason. As part of its 
objective of moving production 
from Korea. Samamg has ambi- 
tious targets for making its Euro- 
pean operations self-sufficient 
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changes. Mr O’Brien says: 
takes 45 to 50 days to move prod- 
uct from Korea, The response of 
the supply chain is critical to our 
success. The supply chain is also 
the biggest single element of our 
cost" 

In the master plan, self- 
sufficiency comes in three dis- 
tinct phases: people, materials 
and technology. Wynyard has 
1,200 employees. Only 17 are 
Koreans, and the number is fall* 
mg. For materials, Wvnyard's 
colour TV manufacture takes 75 
per cent of its supplies from 
Europe. For microwave ovens 
and computer monitors, the fig- 
ure is only between 25 per cent 
and 30 per cent, but is due to 
climb to between 75 per cent and 
60 per cent in the next 24 months. 

Next comes self-sufficiency in 
technology and design. Wynyard. 
Mr O’Brien says, already has its 
own TV technology. In micro- 
wave ovens and computer moni- 
tors, it has engineering capabil- 
ity. The design of microwave 
ovens and computer monitors 
still comes from Korea, but will 
be transferred to the UK in the 
next 24 months to 36 months. In 
TVs. the mechanical design of 
the chassis is already UK-based, 
and electronics design will be 
transferred next year. 

T his all sounds perfectly logi- 
cal. But what about Europe’s 
notoriously high labour costs? In 
the extreme case of Germany, 
where Samsung's two main 
plants are In the former commu- 
nist east, this is clearly an issue. 
In Berlin, total wage costs are S27 
(£17 AQ) per hour. In Barcelona, 
the figure is between $13 and $14, 
and in Wynyard. $9 to $ 10 . In 
Samsung’s Korean operations the 
average figure is $10. and in Mal- 
aysia it is S3. 

In Berlin, some of this is offset 
by productivity. According to Mr 
Kim. the plant produces 20 TV 
picture tubes per head for 
Korea's 15 and Malaysia's 10. 

Quality still lags behind. Yield 
rates are at only 90 per cent of 
Korean levels. However. Mr Kim 
says, three years ago they were 
at only 70 per cent, and he aims 
to match Korea within two years. 

In Spain, the picture is mark- 
edly better. The Barcelona plant 
riaima to haw the highest pro- 
ductivity in VCR manufacture 
anywhere in the Samsung group 
- some 5 per cent to 7 per cent 
higher than the nearest competi- 
tor. The defect rate of about 3 per 
cent is apparently similar to Kor- 
ean levels. But then, the Barce- 
lona plant began life as a green- 
field site, as did Wynyard. The 
Berlin factory is more typical in 
one important respect: it was 
bought on the cheap, as a con- 
cern that was in effect bankrupt. 
So was the German TV glass fao-. 
tory in Brandenburg. The Rollei 
camera business, bought last 
year, had been bankrupt in the 
1980s. Fokker. which it hopes to 
buy, went bust in March. Even 
the North Yorkshire factory now 
housing the excavator business 
was bought from the receiver. 

On the same principle, Daewoo 
is buying Thomson’s lossmaking 
consumer electronics business. In 
other words. Koreans work on 
the explicit assumption that they 
can succeed where Europeans 
have failed. It all sounds uncom- 
fortably like arrogance: but it is 
in everyone’s interests that they 
should be right. 
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O pen letter to the chief 
executive of the Co- 
operative Bank. 

Dear Terry Thomas, 
Wbat a brave man you are! If 
all bankers - nay, all business- 
men - were as ethical as you, 
what a happy world this would 
be! 

I keep a copy of your annual 
report on my bedside table along- 
side my recycled jar of Body 
Shop Vitamin E Night Cream. 
Those pictures on the front cover 
of naked smiling African chil- 
dren, and of sheep gently grazing 
on the unspoilt fields are really 
moving. They speak volumes 
about just how much you care 
about the world. 

But it was the open letter that 
you sent to the heads of all Brit- 
ish banks last week that has 
finally made me pick up my pen 
and write this open reply to you. 


Tm sure that all those s***s at 
Midland, Lloyds, etc have been 
too busy making money for their 
shareholders all this time to real- 
ise that landmines were danger- 
ous. So well done you. for telling 
them! 

I’m ever so glad that the Adver- 
tising Standards Authority has 
finally seen the light and allowed 
you to publish the ads that make 
your rivals look little better than 
Saddam Hussein. Tm impressed 
that you put aside so much valu- 
able management time - that 
you otherwise might have wasted 
on your own staff and customers 
- to go snooping on Midland etc. 

Yet the part of your letter that 
brought tears to my eyes was 
when you asked the banks “to 
put commercial rivalry to one 
side in the name of humanity”. 
That really makes sense to me!! I 
did have one disloyal thought: 


ft 


Lucy Kellaway 


that it was commercial rivalry 
that caused your sudden interest 
in landmines in the first place, 
but I have banished that idea as 
unworthy. 

With endless admiration, 

Lucy Kellaway. 

PS My friend says your animal 
testing ads that are all over Lon- 
don at the moment are another 
example of your clever, if cynical, 
marketing tactics. She says she’s 
quite happy with First Direct, 
which is efficient and polite, and 


not destroying the world any 
more than the rest of us. But 1 
take no notice. She’s always been 
a clever clogs! 


Last week was a memorable one 
for women in business and 
finance. Marjorie Scardi.no made 
news by becoming chief execu- 
tive of Pearson, while Mary Walz, 
who was sacked from Barings for 
her role in the bank's collapse. 


also made news when she 
claimed the £500,000 bonus she 
was promised the day before the 
bank fell 

The first has covered herself in 
glory, the second has met a more 
mixed response. Yet both have 
done things that women have 
either never done before or are 
not supposed to do. Scardino is 
the first woman to be made chief 
executive of an FTSE 100 com- 
pany. Walz was alone among the 
largely male sacked Barings exec- 
utives to have the stomach (or 
the gall) for a public fight Not 
much sign there of the softer 
feminine management style we 
are always hearing about 

Scardino may be evidence that 
tbe glass ceiling no longer exists; 
Walz, that women can be even 
mare pushy than men. However 
both are American, and they do 
things differently over there. In 


Scardino's case. American profes- 
sional women have been clim- 
bing the ladder a bit longer, and 
are just a few rungs ahead of us. 
And as for Wafa, being American 
means being more litigious. The 
approach may be alien to us, but 
it can get results. Just look at the 
bounty that fell on her country- 
man John Clark last week. 


the package costs looks like a 
real bargain. 
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Sextant, the latest bit of manage- 
ment software, is designed to 
help companies Improve their 
business strategy. I felt luke- 
warm about this product until I 
saw that it was being marketed 
as an alternative to hiring a man- 
agement consultant. This fs a 
stroke of genius by its creators, 
Ashridge Management College 
and software house, Softa. 
Expressed thus, the £7.500 that 


The reading matter a company 
displays in its reception is ^usu- 
ally revealing. It says something 
both about the company and 
about how it views its clients. 

The standard corporate: Care is 
part show-off, part advertising: a 
selection of glossy corporate liter- 
ature nestling alongside the. FT 
and The Economist. 

Not, however, at the Cabinet 
Office. A colleague visiting there 
recently was surprised ^ though 
not displeased - to find , a choice 
of Cosmopolitan. Marie Claire 
and Elle. 

Beading about women’s 
nous zones is given a certain 
extra something in those sur- ’ '• 

roundings. 
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An MBA from Manchester. It can change your world 


r - -^p^ot h e r MB A. prepares you better for the challenges of tomorrow 
For a fuH-time^or part-time MBA brochure call now on +44 (0)161-275 6311 


■ F- , i '^3*. 

l-i-1 


Manchester Business School, Booth Street West, Manchester M15 6PB 
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Gitensted,. director of 
StxafiHOyde ^actuate busi- 
ne^acliooi, and the hew 
djainhan of the Associa- 
tion of Business Schools, 
the. trade association 
which voted in favour of 
accreditation at its annual 
general' meeting last 
week- 

However, delegates 
voted .to . look again at the 
details of the accredita- 
tion system which will be 
pat into place by the asso- 
ciation in conjunction 
with -the. Association of 
MBAs. This 'could delay 
the introduction of the 
scheme- : 


Della Bradshaw charts an innovative alliance between school and company 


A meeting of minds 


I n the first strategic partnership 
between a university business 
school and a corporate univer- 
sity, Boston College's Carroll 
School of Management and the 
Arthur D Little School of Manage- 
ment, also in Boston, have 
announced a merger of many of 
their postgraduate classes and their 
Intention jointly to offer shorter 
executive courses. 

■ _ Th e partnership could be just the 
first in its class. By the year 2000 
one-third of corporations could be 
granting their own degrees in part- 
nership with universities, according 
to findings from ADL. 

Under the ADL/ Carroll scheme, 
between 50 per cent and 70 per cent 
of Jbe masters classes will be 
merged, says John Neuhauser, dean 
of the Carroll School. This will bring 
economies of scale for the business 
schools. But Neuhauser believes 
there will be numerous advantages 
for Boston's students as well. 

“ADL have a much better interna- 
tional outreach." says Neuhauser. 
“We have nowhere near that access 
to market." Neuhauser hopes that in 
future all his students wfU spend 
time overseas during their studies. 

There will also be a better mix of 
students in the classroom - Carroll's 
students are largely from the US 
while ADL's are almost entirely 
from overseas. And students will be 
able to choose from a wider range of 
elective (optional) courses. 


Neuhauser believes the two 
schools have differing . strengths - 
ADL is good at information technol- 
ogy while Carroll is good at finance. 

Although Carroll's PQ faculty are 
still cautious about the deal. Neu- 
hauser argues that the access to 
overseas work and to an increased 
number of short courses - the ADL 
school has recently been given the 


contract to do all the in-house train- 
ing for Arthur D Little worldwide - 
are powerful persuaders. 

For ADL. the alliance strengthens 
tbe school's hand In its move to 
become a more mainstream business 
school. It has been offering a mas- 
ters programme - though not an 
MBA - since 1973 and has recently 
become the first non -traditional 
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business school to be a pre-candidate 
for accreditation by the American 
accreditation body, the American 
Assembly of Collegiate Schools of 
Business. 

“We are the only corporate univer- 
sity in tbe US that offers a degree 
and the only consultancy to have a 
business school.” says dean Thomas 
Moore. 

Moore's school has also filed to 
become a not-for-profit organisation 
although, as he is quick to point out, 
"there’s a difference between being a 
‘for profit' organisation and being 
profitable. Certainly ADL has subsi- 
dised the school for the last decade.” 

The not-for-profit status should be 
in place by January, which will 
enable ADL to attend many of the 
recruitment fairs for management 
students. "In the past we’ve had one 
hand tied behind our back when 
recruiting top students,” says Moore. 

Moore says ADL has much to 
bring to the merger party. "We have 
insights and tools that a traditional 
business school does not offer, such 
as managing innovation and new 
product creation.” 

Neuhauser predicts that any prob- 
lems will not be with the strategic 
issues but with the day-to-day ones, 
such as ensuring that ADL students 
can register on courses at Boston 
College even though they are not 
students there. "There'll be someone 
writing software at three o'clock in 
the morning on that one.” 
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The battle of the 
old university ties 

The Judge Institute at 
Cambridge University will 
offer a 12 -month version of 
its MBA course from 
October 1997. Its present 
MBA is a 21-month 
sandwich course. 

Judge faces increasing 
competition in the UK 
MBA market, notably from 
the management school at 
Its old rival, Oxford, which 
began its MBA course this 
year. 

Judge: UK (0)1223 337051 

Executives in Israel 
feel the crunch 

The Kellogg school of 
management at 
Northwestern University 
has got together with the 
Leon Recanatj graduate 
school at the university of 
Tel Aviv to offer an 
executive MBA. 

The two-year programme 
begins this month and is 
intended for executives in 
mid-career. Managers from 
Egypt, Israel. Jordan and 
Palestine have enrolled. 

The course will be taught 
largely in Tel Aviv but one 
module will take place at 
Kellogg. 

Recormti: Israel, 3 640 8521 


The latest way to 
strike a deal 

The Columbia business 
school in New York has 
announced the opening of 
the Dow Jones Telerate 
trading room which 
provides students with a 
simulated trading 
environment for hands-on 
use of market data feeds. 

While the facility itself 
accommodates 10 users, 
the school's local area 
network has been 
configured to enable 
students to to get access to 
the trading system through 
their laptops. 

So far two courses have 
been designed to take 
advantage of the trading 
room system: the first in 
futures markets; the 
second in debt markets. 
Columbia: US, 212 854 8162 

Kirby gets the top 
job at Middlesex 

Middlesex University 
business school in London 
has appointed David Kirby 
as dean and pro 
vice-chancellor. Previously 
he was professor of 
entrepreneurship at 
Durham. 

Middlesex University: UK 
(0)181 362 5000 
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OCTOBER 23-25 
institute of Personnel and 
Development National 
Conference. ' 

People - The Key to Success 

Fmnly embodied as Europe's largest 
and most influential management event, 
ibis year's IPD National Conference wiD 
foots on 'peflpir as the key to success', 
in ensuring organisations achieve a 
sustamobje oampetnhw advantage. Key 
themes include Strategic Direction. 
Reward Strategy, Managing and 
Developing People and Resourcing (he 
Oipurisations of ibe Finnic- 
Coniact; IPD 
Td: 0181 263 3434 
fox: 0181 263 3366 

LONDON 

OCTOBER 28-29 
Overview of the Treasury 
Function & Products 

What is Treasury? What doea it do? 
This course explains (he function of a 
Treasury Operation and the Products 
available » tbe Treasurer to cover the 
risks arising in foe Fi nanci al Markets. 
Identification, Evaluation, 

Management and Control. Look at the 
basic corerept of financial risk and ibe 
Off- Balance sheet Derivative products 
available to a Bank or Corporate 
Denier. 

£520+ VAT 2 days. 

- Contact TFL/Tiaining Dept 
Tel: 01 7 1 -6QMX*4,W)0-2123 
Fa* 017 1-600-375 1 

LONDON 

' OCTOBER 30-31 "" 

Introduction to Swaps 

* fn l crest Rate Swam • Off Balance 
: Sheet • Forward forwards A FRA'S * 

Accounting Overview • Financial 
Futures * Securities & interest Rate 
Swap related products * Implications 
1 of F/X A MM to OB' Balance Sheet 
products * Currency Swaps * 
Warehousing * Internal Deals * Swap 
Process. 

£425 + VAX 2 Days. 

Contact TFI/Tntining Dept. 

TeL oni-doti-oow/eoo-zra 

Fas 0171-6003751 

LONDON 

^ OCTOBER 31 ~~ 

Introduction to Exotic 
Options 

For staff moving into Trading or into 
Derivative* Trading Gr a du a te s . Middle 
Office and Trade Support Staff. 
Treasury Dealers moving into 
Derivatives. * A layman's guide to 
Exotic Options * Options Types • How 
they work and why they are used • 
Asian * Banker Options * Look-beck* 

* Practical Issues * Accounting I&soea. 
£325 + VAT I Day. 

Contact TFL/rraining Dept. 

TOi 0171 -606-0084/600-2 123 

Em 0171-600-3751 

LONDON 


OCTOBER 31 - NOVEMBER 1 
introduction to Leasing 
A course AiMngpwi fur new entrants lo 
he leasing industry or for general 
jmtuifil practitioners who need to be 
ware of the basics of off balance 
ta, tax efficient structures. 

Tire Allowances and Corporation Tkx 
. Documenting and Accounting for 
j*ewes .* HP, Lease Transactions 
-^-:.=..^ 3 Si 6 roct Hire Prodncts 

■ ' ECFrirpJace Tel: 0171 623 9111 
0171 623 9112 or for more 
lion visit our world wide web 
ai http://www.fariplacc.com or 
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NOVEMBER 4-6 
Data Mning and Data Warehouse 
*9& HeracUon of tnfomwllon & 
Decision Technologies 

The complex interaction of in formation 
and decision technologies and their 
application lo business solutions are 
explored by NCR. IBM. SQL. ISL and 
SPSS, plus expert reviews and end-user 
case studies. Data Mining. Middleware, 
data cleansing. warehousing. 
EE5/OLAP tools: how can they support 
the information and analytic needs of 
the corporate decision maker7 
Contact: UNICOM 

1*1:01895 256484 Fax: 01895 813 095 
E-mail: aleaghmiooin-coaik 

LONDON 

NOVEMBER 5-6 
Practical Dealing course 
- Money market 
Training in traditional Cash markets 
and short terra derivatives dealing - 
rf*k identification and evaluation, 
product pricing, position management - 
opportunities to test theories learnt in 
WIN DEAL PC based dealing 
simulation and practical cxennsea. for 
Corporate treasury personnel and 
financial institution dealers. £520 + 
VJLT. 

Lywood David h a arnat ioeml Ltd. 

Ttel: 01959 $65820 Fax: 01959 565821 
e-mail: trmitriiig@lywtiod-davidxo.uk 
LONDON 

NOVEMBER 6 ^ 

Dual Careers & International 
Assignments 

As companies continue to expand 
mteraationaDy. so their requirement for 
expatriates is growing. However, 
waiting spouses/partners can present a 
barrier to international mobility. This 
conference presents new research and 
case studies of company policy and 
practice on bow to reduce this proMem 
and encourage mobility while 
addressing employees' family 
concerns. 

Contact: Richard Spencer. CBI 
Conferences 

TO: 0171 379 7400 Flu: 0171 497 
3646 

LONDON 

NOVEMBER 6-7 
Putting Knowledge 
Management to Work 

Karl Wiig (USA), Leif Edvinsson 
(Sweden). Annie Brooking, Rut Young 
lUK) and others, relate their 
experiences and diacura bow to exploit 
the organisation's greatest assets: 
knowledge and IPR. Tool*, techniques 
and case studies set against the 
corporate mission are presented a* a 
practical guide: how to derive 
maximum betiftt from “Knowledge 
Management”. 

Contact UNICOM 

TO:01 895 256434 Fax: 01 895 81 3 095 
E-mail: ntaa@tmicomxo.uk _____ 
LONDON 


Netarorittool® & Global 
Heri tage B ank 

C/bzBoq sad Preserving Wealth 
■‘Belly to Bally seminars presented by 
Keem Katton and Ns Global Team. Tlwse 
seminars wll help you team more about 
tha dynamics of money and community- 
Discover 2lsi Century Banking, our 
innovative concept where the profits are 
shared by moss who perform. Exfitinc. 
lucrative, onshore cwnpensann progtam. 
lsbjtj about creating wealth. then share 
the knowledge wnh others lor tremendous ! 
rewards The knowledge Is tree., .the oty 
Is a magnet.. the setting Is historic ■ .me 
accanmodatkms are a bargain. -and you 
wKI benefit! SZ88 lor 3 mtfits hraaMSs 
& lunches, a gala dinner, welcome 


Contact: Nick Cot* 

TetlFax: *44 (0) IKE 731884 
Errafl: dgracy©Bcce5S.dmtxri« 
httpy/wwwjmworktoolorial/ 

Major crest Cards Accented 

Prague 

NOVEMBER 12 

EVA: An Integrated Management 
Framework tor Creating and 
Enhancing Shareholder Value 
An Intensive one-day executive seminar 
led by two of the foremoa authorities <■*> 
shareholder value. Joel Srcrn and G. 
Bemtct Stewart erf Stem Siewait and Co. 
on the principles and applications of 
EVA. How to deretop and imptanem a 
framework for financial managcmeni 
and incentive L-ompCitMtiorr using 
Economic Value Added. 

r’rmtnf f- Business InElligH** 

Td: 0181 543 6565 Fax: 0181 544 9020 

e mail; ra^meguinncsfi'business- 
hnelligence.co.uk LONDON 


NOVEMBER 12-13 
Key Operating and 
Investment issues in Russia 
Hotel Marriott. Vienna 
for further information contact: 

Ms Gertindc Dc Leonard L; 

Tbe Economic! Conferences 
Tel: 443 1 712 41 61 32 

VIENNA 




New Deal: 

Big Deal?- Changing 
employment relationships 

The 'new deal' of flexibility and 
muttJ-sJdHing has replaced the ‘old : 
deal' of life-time employment • but . 
is it really that simple? This | 
seminar discusses whether the new 
thinking about employment 
relationships Is working, with 
insights from companies already 
implementing 'new deal' 

: programmes. 

For HR directors, managers and 
those with responsibility for this 
key strategic issue. 

£250 + VAT. 

Contact Helen Hannan j 

TfeL- 01 71 3794411 , 

Fax: 0171 379 7478 1 

London awwAllii, 


Robert W. Fogei 

19S3 W Node/ (aureate in economics 
and professor at the University ot 
Chicago Graduate School of i 
Business presents The Bottom une 
on Business Ethics: The American 
Experience and Its implications.” 
Following the lecture, information ' 
wfi) be available about the University , 
of Chicago's International Executive 
MBA Program at Barcelona. 

Tima: 6.30 pm. 

Location: American Embassy. i 

24 Grosvenor Square. 

To confirm your complimentary | 

attendance at the lecture, contact 
Manny Enes: 

Tei; 0171 4092927 
ft* 0171 495 2944 

London 


NOVEMBER 13-14 
Managing Private Banking 
Client Relationships 

Developing and maintaining profitable 
private banking relationships. 

- Client Profile Criteria. Information 
Gathering. Product Knowledge - Need* 
Identification. Inter- Persona I Skills 
•Sales Initiative, Selling Skills. 
Negotiation • Customer Caro and 
Quality 
2 Days £595 

Contact Fairplace Tfci: 0171 623 911 r 
Fax: 0171 623 9112 or for more 
in formal uni v tail our world wide web 
rite ai hitp://w ww.fairplace.com or 
Email us at faitpl4ee@foirplaec.coin 

LONDON 

NOVEMBER 15 

UK and Ell Competition Law: 

A Time For Change 

CBI/Clifford Chance Conference 
includes speakers, from Government. 
Labour Pans and European 
Commission outlining views on 
proposed changes in competition 
policy. Speakers include: John Taylor. 
Marearct Beckett. John Kay. Jonathan 
Fault and Graeme Odgers. iLaw 
Society Accreditation CPD: 5V* hours i. 
Crenaci: Richard Spencer. 

CBI Ccnferet*** 

Tel: 0171 379 7400 
for: 0171 497 3646 

LONDON 


NOVEMBER 16 
International Business and 
the New Rules of Trade 

Conference addres-.es Ihc fuiure 
direction of the uvrlil trade agenda on<J 
key issues for the forthcoming 
Singapore ministerial meet in jr. 
Sessions include, expansion of regional 
trade pueiv: into maimn.it labuur 
standards: international environmental 
teg ulation: cross-border competition 
policy and the lulu re structure and 
remit of the WTO. Keynote: The Rt 
Hon Ian Lang MP. 

Sharon Moonr. R1IA on tel: +44 171 
957 5 7U»or fox: +44 17 1 32 1 2045 

LONDON 

NOVEMBER 19-20 
Data Warehousing 96 

Europe's premier conference and 
exhibition devoted to data warehousing 
and related issues. The multi-track 
conference explores critical, technical 
organisational and business success 
factors, including world-class speakers 
and case studies from the US. UK and 
Europe. 

Contact: Business Intelligence 
Tek 0181 543 6565 Fax: 0181 544 9020 
E-mail: raz-mcguinnesid’busmess- 
inteUigcncejio.uk 

NOVEMBER 25-26 
Third Annual Global 
Emerging Markets 
Investment Management 
Conference & Companies' 
Forum 

Major international conference looking 
at global emerging debt & equity 
markets. Featuring parallel means on 
Asia-India Subcontinent, Emerging 
Europe A Middle East, and Latin 
America. Also features presentations 
by leading rating agencies together 
with workshops focusing on key 
emerging markets with company 
presentations A government speakers. 
Contact: Corinnc Paine. Dow Jones 
Tele rate Tfci: +44 (Ot *7f 832 9737 
fox: +44 101 171 832 *M0 

LONDON 

NOVEMBER 26-27 
Transforming the Finance 
Function; A New Way to Add 
Value to the Business 

The future of many organisations rests 
with the finance department and iu ability 
to service, supprot and. where 
appropriate, drive other parts of the 
business. This major conference provides 
practical strategics for finance executives 
taking on a strategic role in businss 

improvement 

Contact: Roz McGumnesa at Business 
Intelligence 

Tel: 0181 543 6565 Fax:0lS1544 
9020 

Extra l: rozjncguinncsr&'businEas- 

iniellicencc.ca.uk 

LONDON 


DECEMBER 2-4 
Hungary Business Forum 

Rjmada Grand Hotel. Budapest 
For further rnfurnuiion contact: 

Ms Angela Flees 

The EV.on-.-misi Conferences 

Tel: *43 I “12 41 61 36 

BUDAPEST 

DECEMBER 3-4 " ~ ~ 

Knowledge Management 96 

Europe's first conference and 
exhibition focusing on methods, 
techniques and systems that will help 
companies turn knowledge 
management into a corporate resource 
for generating business advantage. 
Contact Roa McGuincss at Business 
tniclligun:c Tel: <1181 543 6565 
Fax: 0IS1 M49U20 
Email: roz-megutaess^business- 
inreJIrgr-cc^uk 

DECEMBER 3-5 
Auditing the Dealing room 
(De-mystifylng the Treasury 
function) 

Three day training course designed 
specifically for internal auditors and 
financial institution inspectors charged 
with examining the on-going activities 
of their Treasury operation, covering 
cash and treasury derivative products 
dea/tng. limits/controls, elements of 
accounting and dealing management 
information. £735X0 + VAT. 

Lywood David International Ltd. 

Tel: 01959 565820 Fas: 01959 565821 
e-mail: trainings' lywood-davidxo.uk 
LONDON 

DECEMBER 11-12 ” 

Second Roundtable with the 
Government of Poland 
Sheraton Warsaw Hotel, Poland 
For further in formal ion contact; 

Ms Gcriindc De Leonard is 
The Economist Conferences 
Tel: +43 1 71241 61 32 

POLAND 

DECEMBER 11-12 
Creating Customer Value 
with I.T. 

This conference explores new ways of 
developing, delivering and managing 
system-: and applications to enable and 
support customer-facing processes. 
Contact P.oz McGuinness at Business 
Intelligence Tel: 0181 543 6565 
Fax; »I8J 544 9020 
E.mail: roi.m<.-guincss@buslnesi- 
intcnigcncc.co.uk 

LONDON 


Conferences 


Exhibitions 


To advertise conferences, 
exhibitions, trade fairs, conference 
venues and training courses to 
approx 1.2 million readers 


Contact Lucy Batizovszky on 
0171 873 3507 
fax 0171 873 3098 


& 




Take a look at our capabilities: 

•An internal knowledge-base that spans tbe world, capable of 
addressing global management issues 
• A first class speaker faculty comprising business academics, 
consultants and corporate executives 
•Exceptional networking opportunities wiib a mily international 
audience 

Some upcoming programmes: 

•The Fundamentals of Finance and Accounting for Non-Financial 
Managers, November 1996, Paris. Brussels, Zurich 
•The 4tb Global Automotive Conference. December 1996, Brussels 
•Edward de Bono : Serious Creativity-Lateral Thinking for 
Management. December 1996, London 
•The Management Course for the Newly Appointed Manager, 
December 19 96, Brussels, Cannes 
•Philip KotJer on Marketing. March 1997. London, Brussels 
•International Human Resource Management Conference, April 
1997, Paris 

For more information on the above programmes (including other 
dates and locations) and our complete portfolio please call 
Jayne Clinton on telephone 132) 2-543.22.7 1 


Management Centre Europe 

Rue de l'Aqueduc 1 18. 1030 Brussels 
Tel (32) 2-543 21 00/ Fax (32) 2-543 24 00 
Consult the MCE web site at hnp-J/www. tnce.be. 


you _\t;l-:d English 

To imp o' jvc. N't 'Ls i' 

BUS f N ESSE \ G L i Sll 

Can 017! 823 909 

or Fax: ui 7 I S-Sp 34 


LANGUAGE COURSES 


French in France, German in Germany... 

France Germany Italy Spain Ecuador Russia 
■ courses starring every (brought ■ (tori 2 weeks to 9 mondis 
• for all levels, including beginners (0 1 71 ) 795 6675 

...English in the UK 

London Cambridge Brighton Oxford Hastings 
' general, intensive 8C business ■ accredited British Council Sc ARE1..S 
* Cambridge. TOEFL Sc ARELS exams (0171) 795 6685 

The Urfgen company of It* land, with more dan 60 office* in over 30 countries 
woddwide. EF h*» over 30 yews of e*pcrien« in providing hnguage courts. 


LANGUAGES 
FOR BUSINESS 

• Tailored baton foi business people 

• Courses (or individuals aid groups 

• In company or at ou centres m 
London, Oxford. Bnghton and Kent 

• Expert teaching m over 40 
languages inducing Engish 

Regent Unguaphone 
5 Percy Sheet London W1P 9FB 
Telephone: 0171 637 8041 
Fax: 01 71 5000122 


S avoir- l faire 


1 5,- '.anc'-aqes n£t: 


FAST. EFFECTIVE.' AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped ? No ? Why not ? Did you lose out to a competitor 
who did speak the language of the customer ? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business in* 
French/Germ an/Spanish NOW on 


Can you afford to de in 
Europe without us? 
01303 866987-Fax 862096 
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FORTIS DELIVERS A POWERFUL PERFORMANCE 


r* . T>- t* iqqc hr- latest Fortune Global 500 table revealed that Fords had risen to 135th place. 

Time and again. Fortis has managed to record impressive profit growth. Profit over 1995 of the latest Fortune u 

Clearlv then, the chosen strategy is working and should be continued. A strategy which 
J by 15% to ECU 631 million. This achievement is largely due to the strength of the nearly 

gives our operating companies around the world the freedom to serve 


climbed by 15% to ECU 631 million. This achievement is largely due to the strength of the 
operating companies. -operating ac 

THE USA 

The Fortis companies, of which there are over 100, include such -total asset 

ECU 

household names as AM£V and VSB in the Netherlands and AG 1824 

~ BOTH WITHIN 

and ASLK-CGER in Belgium. Plus companies like CAIFOR, a joint 

RETURN ON SH 

venture with Spanish bank "la Caixa". at 

ANNUAL Gf 

Together, the Fortis companies offer a very broad range of 

■A GOOD TRA 

financial services. From leasing, private banking, health insurance, savings — *“ 


-OPERATING ACROSS WESTERN EUROPE. 
THE USA AND AUSTRALIA. 

-TOTAL ASSETS AT THE END OF l»9S: 

ECU 1 26 BILLION. 

• A WELL-FOCUSED GROWTH STRATEGY, 
BOTH WITHIN THE GROUP COMPANIES 
AND THROUGH ACQUISITIONS 
• FINANCIAL OBJECTIVES: 

RETURN ON SHAREHOLDERS’ EQUITY OF 
AT LEAST 12“.: 

ANNUAL GROWTH OF EARNINGS 
PER SHARE- 7-12*. 

■A GOOD TRACK RECORD IN MEETING 
FINANCIAL AND STRATEGIC OBJECTIVES. 

IHl COMBINED SlkJNOTin Of milTJ'i 


- -e- pTsSW, 


rhe market in their own way. And at the same time draws maximum 
advantage from their combined strengths. Allowing them to benefit from 
each other's expertise and experience. And giving them the financial 
resources to invest properly in their organizational structures, the latest 
information technology, and training for staff members. 

The necessary foundation to allow Fortis to deliver a powerful 
performance in the years to conic. That's the challenge for more than. 




‘■WS 


. . , . , perrormauce uic yvais w luuil. 

products and loans, to pensions and the insurance of industrial risks. 

„ , hm ^ field of baoldng. — -■ «■ ** “ “ ■“ ^ ^ ^ 

te fi^d. M « i. «el> ™ - i«— • • P'V- “ (0> 2 220 'I ' 
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SPORT / ARCHITECTURE 


-Noel * Sport 


- R. 2 . 


. - \ 


rosy 
United 




'• bagv been- frisky, 
Laflatq. Perhaps 
2 ha v& lost 7 the threadof this 
psirtw^Oar ; 'iunififtg&UtW: 


aie-ylub.'a : SJtUtte^ price 
teCentlyf 'Mt' ft hSth ,OC596pi‘ 
prodirnmga fluffy of take: 

. over-pomwira .p despite the 
Eact thatTJhSted, easily -the 
biggest and -most profitable 
of Brtta&i’s quoted football 
dubs,, may be : heading for 
the doldruzxis, soccer-wise. 

As the TT observed last 
week, the AlheUhodd of a 
bonanzaln pay-per-view tele-, 
visipn revenues and other 
profits' shakes it easy, to 
imderstacod why's predator 
would" be ieetrto bqy Man- 
chester 'United, even though 
speculation has made its 
diares lc^ expensive 
However, what is intrigu- 
ing is the possibility, so far 
not menfiohedrby the cream 
of Britain's socter writers, 
that United - England’s 
league and FA Cup champi- 
ons -'. could be In trouble, 
and may havtefto spend large 
sums rebuilding its 
team. . ■, 

(1 had better declare an 
interest I, own no shares in 
Man tiftd, but ane of my pas- 
times - harmless , profitable 
- is sports betting. -Shortly 
after the start of the season 1 
invested a languid £100 at 
13d on United' -to retain its 


; Premiership title, the precur- 
sor, I Imagined, of several 
bigger bets. Also, I offered 
i certain persons — colleagues 
. -.- -good odds (7-2) against 
- Newcastle winning the Pre- 
.nuership, and other good 
. -odds (22-1) against Newcastle 
Winning the laague-FA Cup 
double. Those persons 
weighed in heavily. AD these 
bets of mine are looking 
daft) 

Perhaps United win soon 
shrug off its early-season 
. stupor and incompetence, 
but I suspect that United's 
m anager. Alex Ferguson, 
knows he has several expen- 
sive problems to mull and 
ponder. For a start, he may 
be wondering what pos- 
sessed him to buy Jordi 
Cruyff and Karel Poboraky. 
Above all. Eric Cantona, 
United's poetic Frenchman, 
looks a miserably spent fire- 
work. 

At last Friday’s closing 
price. Man Utd was capital- 
ised at £337m. Before anyone 
thinks of paying over the 
odds for it. they ought to 
wait and see whether this 
prognosis is correct. 


■ English racing is as good 
as they say it is. Excellent 
racecourses. Venerable 
races. Some top-notch 
horses. But it can also be 
pretty bad. Snobbish. 
Bureaucratic. Conservative. 


Amateurish. Farcical. 

It was the farcical face of 
English racing that was to 
the fore at Haydock race- 
course last week when rac- 
ing .was abandoned because 
21 jockeys refused to ride in 
the second race, claiming 
the course had been made 
dangerously slippery by 
heavy rain. Minutes earlier, 
the stewards of the meeting 
had declared the course safe 
to race on. 

You would think , would 
you not. that if 21 profes- 
sional jockeys - among them 
some of Europe’s finest, 
including Pat Eddery and 
Frankie Dettori - said the 
course was unsafe, the likeli- 
hood would be that the race- 
course was. indeed, not safe 
to race on? 

However, the jockeys were 
villified in terms that, once 
again, spoke volumes about 
the imperious mentality that 
still scars English racing, 
despite its claims to have 
modernised itself sufficiently 
to hold its own in the 
increasingly fierce struggle 
for spoirts fans’ patronage. 

Some of the things said 
about the jockeys beggared 
belief. One owner said he 
was “disgusted” with the 
little men. “Who is running 
the game?” he asked. His 
son said: “It’s just mob 
rule. These jockeys are 
getting like footballers. 
They are just too big 


for their boots.” 

A trainer claimed the little 
men were “windy, gutless 
and over-paid”, and added: “I 
can’t believe racing was 
abandoned. If one of my 
apprentices had refused to 
race Td have sacked him on 
the spot" 

The matter has now been 
passed to the fragrant souls 
at the Jockey Club, whose 
grasp of public relations is 
often skew-whiff. So here, 
far their benefit, is £15,000 
worth of free PR consul- 
tancy: 1) Send large bunches 
of roses to each of the 21 
little men. together with 
hand-written apologies. 2) 
Instruct all owners and 
trainers who were at Hay- 
dock last week to attend the 
next Haydock meeting, and 
to parade in front of the 
grandstand on hands and 
knees. 3) Fine Haydock’s 
management £ 200,000 and 
give the money to charities 
that rescue racehorses from 
the knacker’s yard. 


■ Boxer Mike Tyson's four 
fights since his release from 
prison in March last year, 
following a rape sentence, 
have been such insubstantial 
affairs - lasting less than 
eight full rounds in total - 
that Evander Holyfield, who 
is due to fight Tyson for the 
WBA heavyweight title in 
Las Vegas on November 9. is 


Eric Cantona (left) had a dismal day for Manchester United, who were beaten 54) by Newcastle yesterday 


having to work hard to stir 
interest in his long overdue 
meeting with Mighty Mike. 

In his last fight, Tyson 
brushed aside Bruce Seldon 
in 109 seconds - adding to 
fans' displeasure with the 
heavyweight division. Natu- 
rally, Holyfield says Tyson 
has been overwhelming 
rivals who have neither 
brain nor brawn, and that he 
- Holyfield - is the one to 
change things. 

Tyson was champion and 
Holyfield ranked No 1 when 
Tyson was knocked out in 
1990 - his only defeat - by 


Buster Douglas. Then Holy- 
field and Tyson were to have 
fought in November 1991 
when Holyfield was undis- 
puted champion. But Tyson 
hurt his ribs in training and 
the fight was lost because of 
Tyson’s trial. 

“I don’t care what some- 
one has done to someone 
else,” Holyfield said last 
week. “He hasn't done it to 
me.” 

Dr ummin g up interest in 
his big pay-day with Tyson 
is one thin g. But I have a 
feeling those words of Holy- 
field’s will prove to be the 16 


unwisest words uttered by 
anyone, anywhere, for any 
reason, in any language, this 
year. 


m Whatever Atlanta says or 
does, it will always be 
known as the city that 
staged one of the least satis- 
factory Olympic Games. And 
it still hasn't worked out 
whether its games this sum- 
mer made a small loss, a 
small profit, or broke even. 

The other day. US and 
international Olympic offi- 
cials denied reports that 


Atlanta bad suffered a large 
deficit on its botched games. 
They dismissed French news 
reports that said Atlanta bad 
lost of tens of millions of dol- 
lars on its $1.7bn budget 
John Krtmsbv. deputy sec- 
retary-general of the US 
Olympic Committee, was 
upbeat. “I have a high 
degree of confidence that the 
games in Atlanta will show 
something other than a defi- 
cit.’’ he said. “I think we will 
have some good news in 
December. I don’t expect 
great news. But good news is 
any thing black.” 


As it revolves around the Earth, our satellite will help the wheels of industry turn more smoothly. 


T here is a tide r unning 
through London at the 
moment’ - the tide of 
civilisation. 

Hie flow begins - at the Tate 
Gallery on Millbank. where an 
exemplary exhibition shows how 
classical civilisation was brought 
back to England in the luggage of 
the Grand Tourists. The river 
continues to run through the' 
halls of the Royai Academy 
where the Living Bridges exhibi- 
tion depicts how . inhabited 
bridges can dignify and enliven 
the river. 

In between the upstream and 
downstream Tate galleries. lies 
another centre of civilisation cur- 
rently in its Tfjiut. phases of 
renaissance - Somerset House. 


Colin Amery • Architecture 

London’s “tidal wave” of civilisation 


■ Sir William Chambers, its 
architect, died 200 years ago and 
the anniversary is being marked 
with the house’s largest architec- 
tural exhibition ever. It is a pow- 
erful experience to be In the main 
room of Chambers’ best building 
and be surrounded by all the evi- 
dence of his powerful architec- 
tural and political career. 

. His life was far more remark- 
able than might be thought from 
his rather academic architecture. 
Born ’in' Sweden to a Scottish 


merchant in 1723, he began train- 
ing as an architect under the 
great Jaques-Franpols Blondel in 
Paris at the age of 26. Chambers 
then spent five years in Italy, 
whereupon he was soon 
appointed architectural tutor to 
the Prince of Wales, the future 
wing George HL 
It was his knowledge of things 
Chinese that drew him to royal 
attention as well as his designs 
for a mausoleum for Frederick. 
Prince of Wales, hi 1757 the dow- 


ager Princess of Wales asked the 
young Chambers to lay out the 
grounds of her house at Kew and 
embellish them with Chinese 
temples and the great pagoda. 
His Chinese-theme drawings, 
published in 1757 and on show in 
the current exhibition, must have 
made quite an impression at the 
time as they were some of the 
first views of China drawn by a 
western architect. 

But Kew was more than just a 
few Chinese follies abandoned by 


the Thames - Chambers wanted 
it to be a walk through world 
architecture. There were text- 
book classical buildings, Roman 
ruins, and Moorish, Turkish and 
Gothic buildings. The pagoda was 
then, and remains, the most 
ambitious Chinoiserie structure 
in Europe. On one side of the 
pagoda was the Alhambra vividly 
coloured and tiled and on the 
other a mosque with two mina- 
rets and a blue dome. 

Chambers' sense of fun shown 


in these revolutionary royal 
buildings seems to have deserted 
him when it came to his impor- 
tant public works. He was 
appointed surveyor-general and 
comptroller to the Office of 
Works in 1782, and his vital work 
is the site of this exhibition: Som- 
erset House. 

The heart of the exhibition is 
In the Great Room built for the 
annual exhibitions at the Royal 
Academy. In the centre of the 
room is a showcase of Chambers- 


designed gold, silver and ormolu 
- and it is ravishing stuff. The 
mixture of drawings, paintings, 
furniture, clocks and architec- 
tural models makes this one of 
the best architectural exhibitions 
for a long time. The rooms of 
Somerset House themselves look 
better than they ever have. 

There is a unique opportunity 
to visit the Navy Stair on Satur- 
day afternoons until the exhibi- 
tion closes next January 5. The 
stair is in a seldom-seen part of 
the building, as it is still occu- 
pied by the Commissioners of the 
Inland Revenue. This is one of 
the most remarkable stairs in 
England, for it leaps across a cir- 
cular space in a way that looks 
technically impossible. 






GEOGRAPHIC INFORMATION THAT WILL CHANGE THE WORLD 
AND THE WAY WE DO BUSINESS IN IT. 
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BUSINESS TRAVEL 


Travel News * Roger Bray 


Supersonic start 


British Airways may 
introduce ticketless travel 
on Concorde flights next 
year. The airline is already 
s^rpe rim en ting with the 
system, which does away 
with conventional paper 
tickets, on its 
Gatwick-Aberdeen route. 
The London-New York 
supersonic service has been 
earmarked for its first 
ions haul trial Concorde, 
which attracts a high 
proportion of regular, 
sophisticated travellers, is 
seen as an ideal testbed. 

Meanwhile the 
international Air Transport 


Association is on the point 
of announcing common 
industry standards for 
electronic ticketing. 


Holiday Inn Worldwide to 
manage 30 properties in the 
Middle East by the torn of 
the century. 


travellers in its last toll 
financial year, wants to 
make more business 
travellers aware of its US 
and Canadian links. 


First step 

Beirut, patching itself up 
after years of civil war, is to 
get its first Holiday Inn, 

The 185-room Martinez is 
due for completion by the 
end of 1998 and promises a 
swimming pooh fitness 
centre, restaurants, an 
executive floor and 
extensive meetings 
facilities. The development 
is part of a long-term 
strategy by Bass subsidiary 


Shopping spree 

Transatlantic business 
travellers flying from the 
UK’s Birmingham airport 
next month wfll get a £100 
voucher to spend in the 
duty-free and tax-free shops. 

To qualify, passengers 
must book a flight in the UK 
departing in November in 
British Airways' Club World 
cabin to New York or 
Toronto or an American 
Airlines business-class or 
first -class flight to Chicago. 

The Midlands airport, 
which handled 5.45m 


Regional rise 

More travellers are hopping 
around Europe on regional 
airlines. Last year saw 
passenger growth of almost 
13 per cent on such services, 
lire first three months of 
this year produced a further 
16 per cent increase. The 
figures are from the 
European Regional Airlines 
Association, 

Aside from the 
post -recession increase in 
business travel, there are 
two main reasons for these 


impressive figures. One is' 
the deregulation of Europe's 
air routes, the other the 
trend among big canters to 
concentrate on the busiest 
routes while handing over 
the rest to franchise or 
code-sharing partners. 


Greener hotels 


Likely weather 


Route shake-up 

To make way for domestic 
expansion, Deutsche BA, 
British Airways’ German 
partner, will drop three 
lossmaking international 
services at the end of this 
month from its Munich base 
to Paris and Madrid and 
Berlin to Oslo. 

Early next year it will 
launch flights from M unich. 
to Hamburg and Cologne. 


Environmental awareness 
by hoteliers is not merely 
politically correct. It also 
saves a lot of money. Cuts 
in energy consumption at 
the Inter-Continental’s 190 
prop e rties reduced the 
chain’s costs by 27 pa* cent 
between 1988 and 1995. The 
Yokohama (band alone has 
slashed its bill far hot water 
and other such essentials by 
$5L3ra over three years, 
despite increasing 
occupancy from 56 per emit 
to 71 per cent. 

So when yon get ready for 
dinner, take a shower 
instead of a bath - and turn 
the bedroom lights off when 
yon leave. 
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Asmm Cohen on how Billund airport is successfully linking Jutland, home of the Lego Group, with the rest of Europe 
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G iven a few hours 
and a bucket of 
Logo toy bricks, 
many a child has 
constructed an imaginary 
plastic airport. What few 
people know is that the Lego 
Group once built its own air- 
port. 

Lego is based in Billund. 
Jutland, the western part of 
Denmark. When the group 
expanded rapidly in the 
early 1960s. it realised its 
potential was being frus- 
trated by poor communica- 
tions. The nearest interna- 
tional airport was 
Copenhagen, a drive of 
nearly four hours, and Lego 
considered transferring to 
the Danish capital. 

Instead, in 1962, Lego built 
an airstrip near Billund and 
bought an aircraft to fly its 
executives around Europe. 
Other businesses in the area 
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Toy town grows up 


saw what Lego bad done, 
and with their lobbying the 
airstrip was converted into a 
large airport in 1964. 

Today Billund is the sec- 
ond largest airport in Den- 
mark, despite the fact that 
the town's population is only 
S.000. However, the catch- 
ment area includes much of 
Denmark’s industry, and 
there are more than 2m peo- 
ple living within 75 minutes* 
drive of the airport. 

Passenger volumes have 
increased rapidly in recent 
years as a result of aviation 
liberalisation within the 
European Union. In 1992, the 
passenger total was 1.2m. 
This year it is expected to 
reach 1.9m. about 325.000 


higher than last year’s fig- 
ure. 

Of that number, half are 
flown by Maersk Air, which 
serves Copenhagen, Stock- 
holm. London, Amsterdam. 
Brussels, Paris and Frank- 
furt. Maersk also flies to 
smaller places in Scandina- 
via and to the Faroe Islands, 
whose airport has the short- 
est runway in the world that 
is served by a regular Boeing 
737 service. 

Maersk has jnst 
relaunched Its business 
class. It has installed leath- 
er-upholstered seats, in an 
effort to distinguish its pre- 
mium product from its econ- 
omy elass. Seat pitch is 33in 
- generous by short-haul 


standards - and there are 
only five seats In each row, 
compared with six in econ- 
omy. 

Denmark’s largest airline 
after SAS. Maersk has seen 
its fortunes improve along 
with those of the airport it 
dominates, and tu rn**! in a 
profit of DKrl50m (£l6m) in 
1995. Maersk is owned by the 
private AJ*. Madder Group, 
the largest company in Den- 
mark and one of the world’s 
three largest Shipping busi- 
nesses. 

Like Billund, Maersk has 
thrived on deregulation and 
the freedom to open new 
routes within the EU. In 1993 
it became the first EU airline 
to take 100 per cent control 


of a carrier in a member 
state when it bought the 
UK’s Birmingham European 
Airways, now a British Air- 
ways franchise. It also 
recently took a 49 per cent 
stake in Estonian Air. 

There is a han dful of other 
scheduled carriers at Bil- 
lund. including Norway’s 
Braathens SAFE, but early 
next year Maersk’s position 
is due to be challenged seri- 
ously for the first tune. SAS 
has announced that it will 
start flights to Frankfurt 
from January 6, and has 
scheduled its two daily 
departures only 10 minutes 
apart from those offered by 
Maersk. 

Hie plot thickens when it 


is realised that Frankfurt is 
the main hub of SAS’s new 
partner, Lufthansa. Alli- 
ances thrive by finding suffi- 
cient small routes along 
which to drive passengers on 
to arterial long-haul services 
- so it would seem that even 
Billund is to be affected by 
the realignment of the 
world's airlines. 

According to Jom Erl ksen . 
Maersk's senior commercial 
vice-president: "No doubt 
there is going to be price 
competition and excess 
capacity." 

As competition intensifies, 
Billund has plans for expan- 
sion. Unfortunately, it will 
not be possible to extend the 
existing terminal, which 
would disturb the sacred 
burial ground of King Amlet. 
Instead, it has been decided 
to build a new terminal, 
which is due to open in 1999. 
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A dvice for visitors to 
•Johannesburg can make 
scary reading. Motorists, 
for example, are some- 
times told th3t police are 
unlikely to treat someone who 
drives at high speed through a 
red light harshly if they were in 
fear of rh-rir lives. 

it is tempting to ignore the 
advice. After all. from the com- 
parative safety of your car during 
the day. Johannesburg looks like 
any ei:y. But one of the less pal- 
atable consequences of the eol- 
lajw- of the apartheid regime has 
been soaring crime: Johannes- 
burg has the dubious distinction 
of being regarded as one of the 
world's most dangerous cities. 

Yet overseas arrivals continue 


Downtown, with an armed bodyguard 


to grow as both tourists and busi- 
ness travellers benefit from the 
return of South Africa to the 
world community. According to 
Satour. the tourist authority, the 
number of visitors, including 
business travellers, rose 52 per 
cent in 1995 compared with the 
year before. 

In fact business travellers are 
unlikely to stay in downtown 
Johannesburg. Rising crime has 
prompted businesses to move to 
the safer northern suburbs of 
Kosebank and Sandton. There are 
hotels downtown that still cater 
for business travellers - one. The 


Carlton, will, on request, provide 
an armed bodyguard for its 
guests. And. despite the flight 
from the centre, financial institu- 
tions still have bases downtown. 
The stock exchange is also 
located in the heart of the central 
business district. 

Control Risks, the UK security 
consultancy, advises that it is 
reasonably safe to walk around 
the central business district by- 
day. but that it should be avoided 
after 6pm. 

Grant Gordon, a director of 
William Grant & Sons, the Scotch 
whisky distiller, says the area 


becomes “eerie" later on. “I 
stayed in one of the big down- 
town hotels about three years 
ago and 1 remember stepping out 
into the street in the evening and 
finding the place empty. I didn't 
want to stay downtown again." 

Like most business travellers, 
he now stays outside the city. 
“We’ve done what most people 
have and decamped to Sandton - 
it's a very pleasant place, there’s 
lots of activity in the evening. 
You can really Feel very isolated 
if you stay downtown." 

For those businesses that have 
stayed put in the city, security is 


comfortingly draconian. Access 
to a building is often via a 
guarded parking lot, and visitors 
are subject to a second check at 
the lift area. Even restaurants 
have similar barricades. 

One thing that has improved 
for business travellers to South 
Africa is the international con- 
nections. As Gordon remarks: 
“It’s much easier to get in and 
out of South Africa. I can now 
plan trips to Australia via South 
Africa, and you can flick across 
to South America." 

The downside, according to 
Kyle Davis of travel group Ameri- 


can Express, is that business 
class airfares to South Africa 
from the UK are rising more 
sharply than overall prices out of 
the UK. 

Until recently only British Air- 
ways and South African Airways 
flew fro m the UK to Johannes- 
burg. The arrival of Virgin Atlan- 
tic has not. as yet, exerted any 
downwards pressure on fares. 

Another downside for the busi- 
ness traveller is pressure on the 
airports. Tara O'Connor, Africa 
analyst at Control Risks, says 
that many South Africans prefer 
to commute from Durban or Gape 


Town to Johannesburg. As well 
as the sheer numbers, the air- 
ports are also affected by crime 
However, policing has been 
stepped up markedly, and a bar- 
rier just inside the terminal 
building prevents anyone who is 
not a passenger getting too far 
inside the airport. 

“You could be paranoid anc 
stick to the supersafe option," 
says O'Connor, "by staying in 
your hotel, eating in its restau- 
rant But, as Gordon remarks, 
with South Africa emerging as an 
Important market for consume! 
goods, “you can’t afford not tc 
be there”. 
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London's latest 
Hamlet is Michael 
Maloney. His many 
previous . 
Shakespeare rotes ,. 
have included the 

Dauphin in the. 
Branagh film of ■ 
Henry V, and - with 
the RSC - Romeo 
■and Prtnca Hal. This 
Hamlet, opening at 
the Greenwich 
Theatre on 



PARIS 

The Opera BaJlef presents a triple 
bill which includes Ashton's 
Rhapsody, his first work to. be 
staged by the .company. Agnes 
de Mine's Fan River Legend and 
Lifer's dazzling Suite en hlanc 
complete the programme, oh 
Thursday at the Palais Gamter. 


VIENNA 

The Viennese premiere of Verdi s 
StiffeHo takes place on Saturday 
at the State Opera, in Elijah 
Moshlnsky's (below) production 
: from Cdverit Garden. The cast is 
headed by Jose Carreras, Mara 
Zampierl and Renato Bruson, and 
the conductor Is Fabto Lulsl. 


. Opehj^c^Tfuii^iday^ the playhouse 
Theatres it tedlrebfed byAntopy- Rage. The 
■.,'afep includes Oweri Teale andJohpCariisle: 


Wednesday, is 
directed by PhiRp 
Franks. 

The Tate Gallery's 
latest exploration of 
the work of J.M. W. . 
Turner focuses on his 


tour of the north of England In 1797, when he was 22 , 
which had ahir^ueoce'on his creative output for the 
rest ofhts ^The exhftiifion opens' tomorrow.' . 


BIRMINGHAM 

As part of celebrations marking 
Copenhagen’s year as cultural 
capital of Europe, the Danish 
National 1 Radio Symphony 
Orchestra visits the UK this week 
with Its chief conductor, UK 
Schirmer (above). The tour opens 
on Friday at Birmingham’s 
Symphony Hall, and features 
symphonies by two Danish 
cornposere^l^ielaenand Bent 
Sorensen.- ■ j;(‘ - 


ROTTERDAM 

A retrospective of .the English 
ceramlcist Martin Smith (b.1 850) . 
opens at the Boijmans Van \ 
Beunlngen Museum on Saturday. 
Smith has developed a reputation 
tor assembling cut-up forms into 
pats whose shapes challenge 
traditional ideas about modelled 
ceramic 





Junk bond ballet 




Tracy Corrigan reports on the background to an avant-garde 
interpretation of the rise and fall of Michael Milken 
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here are two schools 
of thought on Michael 
Milken, the king of 
. the 1980s jmtk bond 
market. The first is 
that Milken helped his greedy, 
often rather talentless cronies to 
strip the assets of established 
companies without regard for 
either the 'letter or the spirit of 
the law, making himself one of 
the richest: men in America in 
the process. When he was even- 
tually prosecuted and sent to 
prison, he got what was coming 
to him.. 

Then there is the revisionist 
history: Milken’s espousal of 
junk bonds - bonds issued by 
companies with lowly credit rat- 
ings - gave small entrepreneur- 
ial companies real access to capi- 
tal for the first time, enabling 
them to bid for bloated bine- 
chips. His achievement was the 
democratisation of capital, no 
less, and his subsequent down- 
fall was the wrath of the estab- 
lishment descending on a social 
upstart 

There is truth in both these 
readings of events. But 1 was 
surprised that Karole Armitage's 
The Predators' Ball, an 
ivant-garde “multimedia'' ballet 
^ leased on the 1988 book by Con- 
nie Brack and performed last 
week at the Brooklyn Academy 
of Music, so , wholeheartedly 
espouses the revisionist version. 
Kiile Bs?J Her treatment of her subject is 
usually sympathetic and at times 
almost.Eeverential in tone. . . 

Ar m J a rather 
cold but brilliant visionary. His 
IQ is unmeasurable. He is lik- 
ened to Copernicus and Luther. 


His only problem is “a discipline 
so Intense that it takus over his 
life”. At worst, he comes across 
as a junk bond nerd who just got 
carried away. 

This seems rather too generous 
a reading of events. True, Milken 
was not your average sleazeball. 
He didn't smoke, do drugs, drink 
alcohol or even coffee or carbon- 
ated drinks. But be was a bond 
salesman, for God's sake. At his 
annual junk bond shindig - the 
eponymous "Predators’ Ball" - 


their heavy reliance on debt fin- 
ancing. Milken was indicted in 
1989. In 1990, following the col- 
lapse of the jnnk bond market, 
Drexel was forced to declare 
bankruptcy. 

Much is made in the ballet of 
Milken's evangelical zeal. This is 
well documented. Brack says he 
credited himself witb having 
"led the revolt of an underclass 
to scale the walls of corporate 
America and depose the rich, 
creden baled and powerful". One 


He is likened to Copernicus and Luther . 
His only problem is ‘a discipline so 
intense that it takes over his life 7 
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one executive was charged with 
ensuring that clients were sur- 
rounded by attractive girls, paid 
"varying amounts, depending on 
how pretty they are and what 
they'll do", according to a source 
in Brack’s book. Armitage’s bal- 
let conveys li title sense of the 
palm-greasing and back-scratch- 
ing which were part of the 
modus operandi of Milken’s junk 
bond and leveraged buy-out mar- 
kets. 

Milken was the driving force 
behind the creation of a $100bn 
jnnk bond market out of virtu- 
ally nothing, in the process 
reviving the Sagging fortunes of 
his firm, Drexel Burnham Lam- 
bert. which he joined In 1970. 
Junk bonds came into .t heig _ot 
in the 1980s, when they* 
some of the largest corporate 
takeovers in history - known as- 
leveraged buy-outs because of 


may not shed tears for the Wan 
Street elite whose franchise he 
stole, nor for Armitage’s "bine- 
bloods at blue-chips” who were 
paid off handsomely when their 
firms were bought out But it is 
difficult to feel enthusiastic 
about those he empowered - 
mostly a motley crew of oppor- 
tunists with shady business prac- 
tices and blemished histories. 

Finally, there is the issue of 
Milken’s criminality. The most 
vehement apologists for Milken, 
like Daniel Fischel in his 1995 
book Payback: The Conspiracy to 
Destroy Michael Milken and his 
Financial Revolution, believe 
quite simply that Milken did 
nothing wrong. Some think he 
was a victim of anti-Semitism. 
Fischel describes what happened 
to Milken as worse than the 
McCarthyism of the 1950s. That 
some powerful interest groups 


were not displeased by Milken’s 
removal from the scene is indis- 
putable. But he gave his enemies 
plenty of ammunition. Insider- 
trading laws are notoriously ill 
defined - Fischel argues unnec- 
essary - but even Ignoring the 
insider-trading charges, the fact 
remains that Milken got rich, in 
part, by ripping off his clients: 
investors, who were sold bonds 
at less favourable prices than his 
own investment partnerships; 
and companies, who were forced 
to offer Milken warrants in 
exchange for placing their 
bonds. Hardly the stuff of which 
heroes are made. 

But that is how Aruitage 
appears to perceive Milken. If 
the references to classical Greek 
tragedy are meant to be ironic, 
then sbe should have been 
tougher on him. In Armitage's 
ballet, if Milken oversteps the 
mark, it is through excessive 
zeal. He is driven, like the heroes 
of the Greek classics she sug- 
gests, to a tragic destiny by this 
single flaw. 

In fact, Armitage's vision is 
quin tessenti ally American, not 
Greek. Sbe cannot help bnt 
admire Milken as a self-made 
man, a doer, an incarnation of 
the American dream. The prob- 
lem with her characterisation of 
him is that Michael Milken is 
interesting for what be did 
rather than who he is. He was a 
great salesman, and he changed 
the face of corporate America. 
But personality? Moral sub- 
stance? Not really. The story of 
Milken’s deals and dealings 
made a great book, bnt not a 
great ballet. 


Dance critic William Deresiewicz question^ the choreographer’s perspective 
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Fewer markets, more movement 
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K arole Armitage and 
Michael Milken, 1980s 
icons in their respective 
spheres, have this in 
common: neither exhibits much 
in the way of a moral i m ag i na- 
IdoiL Milken, famously, knew not 
vybat he did. And Armitage 
fijjnws not what he did either. 

' The Predators’ Ball certainly 
pretends to important judgment. 
A smirking, silver-suited god and 
a hip-hop chorus, together with 
much loose talk about Destiny 
and Fate, represent the choreog- 
rapher’s attempt to appropriate 
the meanings of Sophoclean 
drama- 

But the narrative is so clumsily 
handled, that the grandeur of Mal- 
ken’s insane ambition gets frit- 
(ered away in facile explanation. 


The problem with the produc- 
tion is neither the improbability 
of Its conception, nor the aggres- 
sively pop-cultural manner of its 
treatment: with the second of 
these I certainly have no quarrel. 

Milken and his stiff -suited kind 
may have had little in common 
with the rappers and break- danc- 
ers and party-kids through whose 
music and dance Armitage sets 
out to tell his story, but the con- 
flation is persuasive and, in the 
first ten minutes at least, effec- 
tive. For all their differences, the 
markets and the clubs belonged 
to the same world. The markets 
produced the money that fed the 
clubs; the clubs produced the cul- 
ture that eroticised the markets. 
The common denominator, as 
Armitage knows, was style; 


speed, loudness, propulsive 
thrust; arrogance, cynicism, an 
inventive kind of cunning. 

When she manages to keep the 
elements in synch, her hip-hop 
bond -trading and techno-pop 
Congressional testimony give vis- 
ceral form to desperate, blind 
desire. But for the most part, she 
does not manage to keep them in 
synch. Chunks of turgid exposi- 
tion alternate with equally turgid 
phnnks of dance. 

On the one hand. Armitage 
delivers her arguments in brute 
monologic form: a video 
voice-over about Milken's genius, 
a tirade from the man himself on 
his “democratisation" of the bond 
market. On the other, she seems 
Largely oblivious to the meta- 
phoric implications of her appro- 


priated styles. Much of the dance 
material takes the form, not of 
hip-hop at all, but of ballet, a 
genre without discernible rele- 
vance to her subject. 

To be fair, the production is 
not without its pleasures. If noth- 
ing else, Armitage knows how to 
put movement together. The 
dancers of MaggioDanza di 
Firenze, where she serves as 
director, brought off her hand- 
some, slashing combinations 
with tireless precision and chic. 
Best of all was the vaguer Stan- 
ley DeVaugbn. a paragon of cool 
sexuality and serpentine grace. 

But the divorce of story and 
styles points to the production's 
central problem. Armitage 
achieves no perspective either on 
her material or on her methods. 



Daniel Pirrie and Adam Chalk as wealthy teenagers on trial for murder Aiasuir Muir 


Theatre/Sarah Hemming 


Motivations for murder 


O n my way out of Never 
the Sinner I bought a 
newspaper reporting a 
judge’s verdict on a 
boy who stabbed a London head- 
master. On the train home, the 
woman opposite me was reading 
a book entitled Children who Kill 
Certainly. John Logan's play 
about the infamous Chicago kill- 
ers, Leopold and Loeb, is nothing 
if not topical. 

Logan's 1985 play (revived at 
the Arts Theatre, London in a 
remarkably smooth production 
by King’s College School. 
Wimbledon) has two strands to 
it. It is a psychological whydun- 
nit and a piece of campaigning 
drama. On the one hand, it takes 
the case of the two “thrill-kill- 
ers”. the wealthy teenagers Rich- 
ard Loeb and Nathan Leopold 
who murdered a 14-year-old boy 
in 1920s Chicago for no apparent 
motive, and explores their rela- 
tionship and their motivation. On 
the other, it examines the reason- 
ing of the fine attorney. Clarence 
Darrow, who took on their 
defence, pleading them guilty but 
arguing that the death penality 
should not be applied. 


By twisting these two strands 
together. Logan plays the boys’ 
apparent callousness off the law- 
yer's compassion to get to the 
nub of Darrow 's argument: that 
mercy, rather than vengeance, 
should guide the application of 
law. In his summation, forcefully 
arguing that the two should not 
be banged, he states “1 know the 
future is with me, and what f 
stand for here.” The irony in 
Logan’s play, of course, is that, in 
the writer’s native America. Oar- 
row’s confidence in a future with- 
out the death penalty has only 
partially been borne out 
The play is the stronger for not 
romanticising the two boys. They 
come over as arrogant, spoilt and 
foolish. But behind their explana- 
tion. that they killed their victim 
as an “experiment” driven on by 
a misguided application of Nietz- 
schean philosophy. Logan detects 
a complex web of passionate feel- 
ings. Richard Loeb emerges as an 
incomplete person - rich attrac- 
tive, popular - yet driven by fan- 
tasies and a desperate desire for 
control; Nathan Leopold as the 
loner who fuelled Loeb's fanta- 
sies with his adoration and sex- 


ual obsessiveness. As ooe of the 
psychiatrists remarks, individu- 
ally neither would probably have 
committed the murder, but 
together they galvanised each 
other towards destruction. 

It is a slick, well made play, 
flipping in and out of the court- 
room, using flashbacks to draw 
us into the boys’ behaviour and 
employing a gaggle of reporters 
to suggest the intense excitement 
of the people of Chicago over the 
case. The dialogue sports some 
clunking clichGs (“Boys, I got the 
rest of my life," says Darrow. 
when one of them .asks him how 
much time he has), but the play 
still grips. 

The young company, directed 
by Philip Swan, give it a polished 
production, crowned by two con- 
vincing performances from Adam 
Chalk as the slight, withdrawn 
Leopold and Daniel Pirrie as the 
charming, effervescent Loeb; and 
a touching one from Christopher 
Day as the great attorney whose 
wisdom moves him to condemn 
the sin but "never the sinner”. 


Arts Theatre, London WC2 to 
November 2 <0171-836 3334) 
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Christie’s Barcelona Tel: 
34-3-4878259 

• Modem and Contemporary Art 
from the 19th Century: exhibition 
at the Hotel Husa Palace, marking 
the launch of Christie's new office 
in Barcelona. The works on 
display will be auctioned in 
London in November and 
December. Artists represented 
include MeffrGn, Renoir, Sisley, 
Vuillard, Leger. Rothko, Tuples, 
Sauna, de Sta&l, Fontana and 
Soulages; from Oct 21 to Oct 22 


Sun 2.30pm (Oct 27: 6.30pm); 
from Oct 27 to Nov 24 (Not Mon) 


of which are in private hands; 
from Oct 23 to Dec 15 


COPENHAGEN 


DANCE 

Det Kongelige T eater Tel: 45-33 
69 69 69 

• Hamlet a choreography by 
Peter Schaufuss to music by Sort 
Sol and Langgaard, performed by 
the Royal Danish Ballet and the 
Royal Theatre Orchestra; 8pm; 
Oct 23 


m LISBON 

CONCERT 

Grande AuditArio da Fundaq&o 
Gulbenkian Tel: 351-1-7935131 
• Renata Scotto: performance 
by the soprano, accompanied by 
pianist Edelmiro Amaltes. The 
programme includes works by 
Gluck, Handel, Bellini and Rossini; 
7pm; Oct 22 


production combining 
contemporary aesthetics with 
ecological responsibility; from Oct 
22 to Apr 13 


soprano Barbara Hendricks 
perform works by Mozart and 
Berlioz; 8.30pm; Oct 26 


MADRID 


CONCERT 

AudHorio Nacional de Musica 
Tel: 34-1-3370100 
• Royal Philharmonic Orchestra: 
with conductor Xavier Giiell 
perform Mahler’s Symphony No. 9; 
10.30pm; Oct 22 


■ SAN 
FRANCISCO 
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AMSTERDAM 


BERLIN 
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CONCERT 

V Coocertgebouw Tel: 
31-20-6718345 

• Nederiands Kamerorkest with 
■conductor Hartmut Haenchen and 
vioBnist ShJomo Mirrtz perform 

" works by Bartbk, Beethoven and 
Mozart 8.15ffrn; Oct 26 

• Symphonieorchester des 
Bayefischen Rundfunks: with 

.. j conductor Lorfrr Maazef perform 
^ works toy Beethoven and R- 
Sfrauss; 8.15pm; Oct 22 


■ ANTWERP 

dance 

De Singet Tel: 32-3-2483800 
• Aluft: a choreography by 
MsMtikte; Monnier to music by 
performed by toe Centre 
a^oredgrap hique Nfational de 
Moi^afesotoiste include Uuis 
Aye^pillgarnea!u Seydou Boro and 
G^rana Ofvarai 8pm; Oct 22, 23 


CONCERT 

Konzerthaus Tel: 49-30-203090 

• Ensemble L/nrtedBeriin: with 
conductor Shao-Chia Ui and 
soprano Mlchiko Hlrayama _ 
perform works by Yun, Seels, and 
Kubo; 7.30pm; Oct 24 
Philharmonic & 
Kammermusiksaal Tel: 

49-30-2614383 ^ + 

• Breslauer Kammerorchester 

Leopoldinum: with conductor 
Stefan Sevier, violinist Viktor 
Kuzniecow and soprano Celesta na 
Gasapietra perform works by 
Vivaldi, Tosti, Verdi and Puccmr; 
8pm: Oct 22 b 


FESTIVAL 

Copenhagen Cultural Capital ’96 
Tel: 46-33 77 96 33 
• Copenhagen Choir Festival: 
fourth edition of tors festival 
featuring more than 25 concerts 
taking place in the heart of old 
Copenhagen. The festival focuses 
on choir music from the 20th 
century and music for choir and 
instruments. The Phoenix 
Chamber Choir will officially open 
the festival with a concert at The 
Danish National Radio Concert 
Hall on October 24 (8pm), 
followed by a performance of Carl 
Orff’s Carmina Burana, led by 
conductor Michel Tabachnik; from 
Oct 22 to Oct 27 


LONDON 


NEW YORK 


■ BARCELONA 

exhibition 


■ CHICAGO 

THEATRE „ Tnt . 

Steppenwoff Studio Theatre &- 
1-312- 3351888 

• The Viewing Room: by Rudio. 
Directed by Anna D. Shapiro, 

performed by the Steppenwoff 
Studio Theatre. The castincludes 
Paul Adelstein, Heidi Mdkryew 
and Darryl Alan Reed; Wed - Fn 
7.30pm, Sat 4.30pm & 0.30pm. 


■ DUBLIN 

EXHIBmON 

National Gallery of Ireland Tel: 
353-1-6615133 

• William J. Leech (1881-1968), 
an Irish painter abroad: a 
retrospective exhibition of works 
by William J. Leech. It brings 
together more than 100 works 
and explores toe artist’s drawings, 
watercolours and paintings, most 


CONCERT 
Barbican HaB Tel: 
44-171-6384141 

• Grant Maintained Schools’ 
National Orchestra and Choir 
with conductor Robert Pepper 
and percussionist Evelyn Glennie 
perform Heath's African Sunrise 
and Manhattan Rave; 3.30pm; 
Oct 26 

Wig more Hall Tel: 
44-171-9352141 

• Felicity Lott, lan Bostrldge, 
Matthias G6me. Robin Blaze and 
Graham Johnson: the soprano, 
tenor, baritone, countertenor and 
pianist perform works by Britten, 
Schubert, Wolf and Poulenc; 
7.30pm; Oct 24 


CONCERT 

Avery Fisher HaU Tel: 
1-212-875-5030 
• New York Philharmonic: with 
conductor Herbert Blomstedt and 
pianist Kristian Zimmerman 
perform works by Bruckner, 
Hindemith and Brahms; 8pm; Oct 
24, 25 (2pm) , 26 


OPERA 

Bid Graham Civic Auditorium 
Tel: 1 -41 5-861 -4008 
• Carmen: by Bizet. Conducted 
by Donald Runnicles, performed 
by the San Francisco Opera. 
Soloists include Olga Borodina 
and Philip Skinner; 7.30pm; Oct 
22, 25 


VALENCIA 


EXHIBITION 

Victoria & Albert Museum Tel: 
44-171-9388500 
• Green Furniture: Ecological 
Design: this display, featuring 
furniture made of recycled 
post-consumer waste, recyclable 
virgin materials, or materials from 
sustainable sources, shows the 
possibilities for Industrial mass 


EXHIBITION 

The Equitable Gallery Tel: 
1-212-554-4818 
• Henri Cartier-Bresson in 
America: exhibition devoted to 
photographs taken in the US by 
the French photographer Henri 
Cartier-Bresson. Comprised of 
more than 100 works selected by 
Cartier-Bresson, the exhibition 
spans four decades, from 
1935-1975; to Nov 2 


CONCERT 
Palau de la MOsica i 
Congressos Tel: 34-6-3375020 
• Mario Monreel: the pianist 
performs Beethoven's Sonata 
No.30 in E major, Op.109, Sonata 
No.31 in A flat, Op.110 and 
Sonata No.32 in C minor, Op.111; 
8.15pm; Oct 22 


■ VIENNA 

CONCERT 

Muslkverein Tel: 43-1-505B681 
• Wiener Symphonikec with 
conductor Rafael FrOhbeck de 
Burgos and pianist Rudoff 
Buchbinder perform works by 
Mozart, Beethoven and Brahms; 
7.30pm; Oct 22, 23. 24 


PARIS 


CONCERT 

Theatre des Ctiamps-Elys6es 
Tel: 33-1 49 52 50 50 
• Orchestra Nationals de France: 
with conductor Jeffrey Tate and 


Listing compiled and supplied 
by ArtSase The International 
Arts Database, Amsterdam, The 
Netherlands. Copyright 1996. All 
ights reserved. Tel: 31 20 664 
6441. E-mail: arttxase@pi.net 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 


MONDAY TO FRIDAY 


NBC/Super Channel: 


07.00 

FT Business Morning 


10.00 

European Money Wheel 
Nonstop live coverage 
until 1 5.00 of European 
business and the 
financial markets 


17.30 

Financial Times Business 
Tonight 


CNBC: 


08.30 

Squawk Box 


10.00 

European Money Wheel 


18.00 

Financial Times Business 
Tonight 
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Michael Prowse * America 


The case for Dole 


The US electorate has underestimated the political skills 
and personal qualities of the Republican candidate 




A late surge in support 
could yet carry Mr Bob Dole 
to a surprise victory on 
November 5, But the odds 
seem strongly to flavour a 
second term for President 
Bill Clinton. 

The case against Mr Dole 
seems clear-cut. At 73. he is 
said to be too old to be pres- 
ident. He is supposedly out 
of touch with voters, espe- 
cially baby-boomers. He is 
often tongue-tied, a sin in 
an age that expects the pres- 
ident to be "communicator 
in chief'. He is said to have 
a confused legislative 
record. He reputedly lacks 
compassion, as illustrated 
by Ids support last year for 
the "extreme" social policies 
of the Republican Congress. 
His plan to cut taxes is sup- 
posedly inconsistent with 
his record as a deficit hawk. 
He is accused of "lacking a 
vision" for the 21st 
century. 

That the public may view 
Mr Dole negatively is not 
wholly surprising if you 
consider that the Washing- 
ton press corps voted over- 
whelmingly for Mr Clinton 
in 1992. One of the obstacles 
facing Republican candi- 
dates is the Democratic bias 
of nearly all the opinion- 
forming groups, including 
journalists, academics and 
teachers, the publishing 
industry and Hollywood. 
Yet Mr Dole has strong 
claims to the presidency 
that are often overlooked. 

He is undeniably old. yet 
he seems energetic and 
mentally alert. Politicians or 
his age have served with 
distinction in other coun- 
tries. If age is a handicap, it 
lies in Mr Dole's conception 
of masculinity, which dates 
from the Ernest Hemingway 
and Humphrey Bogart era 
when heroes were strong, 
silent and uncomplaining. 
Mr Dole, one suspects, has 
nothing but contempt for 
Mr Clinton’s loquacious ser- 
mons - and those watery- 
eyed displays of emotion 
that help the president 
"bond" with voters. 

Mr Dole, it should be 


remembered, has really suf- 
fered. His bravery on an 
Italian battlefield led to hor- 
rific wounds. He spent years 
in hospital and had to learn 
again how to walk, dress 
and feed himself. His disa- 
bilities are still painfully 
evident His shrivelled right 
arm hangs limply at his 
side, the useless fist clutch- 
ing a pen. To recover and 
rise to the top of the Senate 
required a rare courage. Yet 
rather than admiring Mr 
Dole and forgiving his dark, 
ironic wit. the public seems 
embarrassed by his injuries. 
It finds Mr Clinton's bounc- 
ing health and bonhomie 
more comforting. 

What of Mr Dole's policy 
record? The claim that be 
lacks compassion does not 
stand scrutiny. Yes, he was 
one of 12 Republicans who 
voted against the creation 
of Medicare, the healthcare 
scheme for the elderly. Yes, 
he opposed the creation of a 
federal education depart- 
ment. But he has backed 
many programmes for the 
genuinely disadvantaged. In 
the 1970s he worked with 
George McGovern, the left- 
wing Democrat, to expand 
the food stamp programme 
and to extend social benefits 
to poor women and chil- 
dren. He started his own 
foundation to help the disa- 


bled and worked to pass the 
Americans with Disabilities 
Act in 1990. 

What Mr Dole has fought 
against is unnecessary 
bureaucracy (education is 
primarily a state, not fed- 
eral. responsibility) and 
wasteful “entitlement” pro- 
grammes that benefit the 
middle and upper classes as 
well as the poor. He sup- 
ported the means-tested 
medical schemes that pre- 
ceded Medicare: had the US 
remained on that road, it 
would have had smaller 
budget deficits. 

And he played a leading 
role in the 1980s in curbing 
and reforming social secu- 
rity, the federal pension pro- 
gramme- In 1965 he put eco- 
nomic principle ahead of 
politics in pushing for a cut 
in benefits; Democrats cyni- 
cally exploited the Republi- 
cans’ sense of responsibility 
(just as they did last winter 
on Medicare) and wan con- 
trol of the Senate the follow- 


ing year. 

Mr Dole's tax-cut plan is a 
departure from his history 
of fiscal orthodoxy. But 
given the Democratic lead 

in the polls this s umme r, a 
political gamble of some 
kind was surely justified. 
Contrary to the hype, the 
cuts would amount to only 1 
per cent of national income 






Role-models for Dole? Hemingway (left) and Bogart 
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Water's future is with equity 


pi an 


and could be offset by 
spending cuts. Mr Dole’s 
true fiscal priority is his 
promised constitutional 
amendment mandating a 
balanced budget - a reform 
vetoed by Mr Clinton last 
winter. 

The best-informed judges 
are often our peers. On this 
criterion Mr Dole scores 
high marks. Before resign- 
ing this summer, he bad 
served a record 11 years as 
Senate majority leader. If 
the US had a parliamentary 
system, he would have been 
prime minister twice. Sena- 
tors from both parties - 
including leftwing Demo- 
crats - speak warmly of his 
personal integrity and unri- 
valled capacity for bridging 
party differences. He Is 
liked and admired by most 
people who know him well: 
something that c ann ot be 
said for Mr Clinton. If the 
Senate, rather than the 
people, voted for president, 
pundits have speculated 
that Mr Dole would win a 
majority even among Demo- 
cratic members. 

Unlike Mr Clinton, Mr 
Dole does not wave a laun- 
dry list of government 
schemes. He does not have a 
slick pseudo-solution for 
every problem. He does not 
ooze compassion and prom- 
ise to mend every hurt He 
is not cloyingly sentimentaL 
What he offers instead - on 
a very modest scale - is a 
return to the virtues of the 
founding fathers: self- 
reliance. hard work, per- 
sonal responsibility, less 
government 

He is far more likely than 
Mr Clinton to act firmly to 
slow the growth of entitle- 
ment programmes such as 
healthcare and pensions — 
something that most econo- 
mists agree is now an 
urgent priority. And in an 
age of moral and cultural 
decline, his life and conduct 
present a better example for 
young people than Mr Clin- 
ton's. In the sound-bite era 
these virtues perhaps make 
him unelectable; if so, it is 
America's loss. 


From Mr Nicholas Hood. 

Sir, Of course your short 
leader “Ebb tide” (October 
15) cannot avoid 
generalisations about the 
privatised utilities, including 
water. In the privatised 
water industry the record of 
most investment outside the 
water and waste water 
business, which is regulated, 
has been poor - but it is still 
wrong to lump them all 
together. 

Wessex Water has 
consistently made a profit. 
and a growing profit, from 
its investment in a solid 
waste business - UK Waste 
- and the money to buy the 
business was raised from 
shareholders with no impact 
an our regulated activities. 

We have been consistent 
in seeking to provide the 
best service we can to the 
customers of our regulated 
business and I have said 
again and again that 
“without satisfied customers 
in the regulated business we 


shall have dissatisfied 
shar eho lders and staff as 
well as unhappy customers”. 

God forbid that we follow 
the last suggestion in your 
leader and "swap equity for 
fixed interest or other forms 
of security". We would be 
back to the bad old days of 
the public sector with no 
incentive to reduce costs 
that, under the present 
sound system of regulation, 
eventually emerges as lower 
charges to customers. 

Please do not allow the 
more spectacular problems 
of poor diversification. 

interruptions of water 
supply and even reward for 
poor performance to 
executives to obscure the 
remarkable transformation 
of an industry from the 
public to the private sector. 
This transformation has 
enabled regulators to deliver 
and the customers to enjoy 
far higher standards of 
service at ever-reducing 
costs and, were it not for the 


£27bn of capital spending 
required, the industry’s 
charges would be lower than 
inflation. I recall the old 
attitudes of the public sector 
where changing people in 
Rang ing governments and 
Ranging civil servants were 
unable to manage the 
industry. The industry then 
seemed to play the game of 
seeking as much capital as 
possible, reducing costs as 
little as possible and policing 
its own standards as gently 
as possible. 

Privatisation, with 
customers* charges capped. 
1ms worked, and must be 
allowed to continue to 
flourish. So please let no-one 
be tempted to substitute 
equity with fixed interest 
securities for water utilities. 


A place so ? 
reminiscent .* [}CV 
of England T 


Nicholas Hood, 
chairman. 

Wessex Water, 
Wessex House, 
Passage Street, 
Bristol BS2 OJQ, UK 


A price that is not worth paying 


From Mr DAJL FagandtnL 

Sir. By ritem taring your 
leader in true managerial 
fashion (Letters. October 15). 
the director-general of the 
Institute of Directors has 
brought into the open the 
real nub of the argument 
about Emu. 

Gone are concerns for UK 
sovereignty, the supremacy 
of parliament, the 
deep-seated concerns of the 
public. In their place we 
have the freedom of any UK 
chancellor to set our interest 
rates. And in this context, 
“interest rates" are 
surrogate words for 
devaluation. 

Mr Tim MelviHe-Ross, 
brandishing the very latest 
OECD and International 


Monetary Fund reports, 
waves aside the decades 
during which the 
international value of 
sterling has been on a 
consistent slide and implies 
that this must continue - 
there is no hint of a trend 
reversal - if the UK 
economy is to flourish. 

There is no recognition that 
the OECD and IMF reports 
reflect the determination of 
the UK chancellor to adopt 
the conditions of the 
Maastricht treaty pertinent 
to Emu, nor that our 
freedom to diverge from 
fhgm on t he sidelines might 
not be worth having because 
of thp inflationary • 
consequences. 

Your admirable leader of 


October 14 says all that 
needs to be said by those . ■ 
who take seriously the 
formidable interests at stake. 
The one note of sadness I 
detected was that, like all 
our other institutions, 
Europe’s most powerful 
financial centre bad also 
missed its opportunity to 
participate fully and 
constructively in an 
“historic process". The irony 
of this will come home to us 
when the very machinery of 
the City is deployed by 
investors the world over to 
ensure we abide by it. 


DAA. Fagandini. 

6 Alleyn Park. 
Dulwich, 

London SE21 8AE, UK 


From Mr Martin F. Arias 

Sir. In an article titled 
“pulling out - the final 
chapter?” (October 5/6), 
Stephen Fidler attempts to 
describe life in Panama, the 
latest locale for a John le 
Carre novel, as a place 
where “the concept of 
conflict of interest - the ide 
that business and polities 
Should be separate - has 
j almost no resonance”. Such 
I an observation appears to 
more appropriately describe, 
the British parliament in 
light of recent revelations 
that many MPs diversify 
their income by serving as ■ 
“consultants'* to leading 
corporations with an intere 
in pending legislation. 

Mr Fidler also asserts tbn : 
“P anama 's small ruling eiit : 
is related and has gone to 
school with those to whom 
they are not related.” It 
would appear that just aboi 
the same thing could be saj . 
of any self-respecting 
English blue-blood who has 
attended a “public school”, 
can only conclude that Mr 
Fidler seems to understand ; 
Panama so well because it ■ 
fits, the British mould of 
democracy so snugly. 

But do not take my word 
for it. In a recent article in 
the New York Times : 

Magazine, Mr Ie Carre wrot 
"As I listened to one horroi • 
story after another about 
high-level Panamanian 
corruption, 1 found myself 
nodding in silent 
recognition, and thinking: - 
Quelle Angleterra . ” Mr le # / 
Carre went on to describe 1 
his purpose in writing his “ 
latest novel: “But most of 
all. I wanted (my readers} t ■ 
dream that they have been • •_ 
in Panama. Then to wake i .. 
and realis e they had been i 
England all the rime." 
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Simply another way to keep score 


Martin F. Arias, 

One Liberty Plaza, 

New YorkNY 10025. US 


From Mr Peter Smith. 

Sir, 1 would like to add to 
the notes of caution about 
the economic value added 
approach sounded in these 
columns in recent weeks. 
Although it is useftil as a 
way of focusing 
management attention on 
the fact that capital is not 
free it has several 
limitations as a true 
measure of shareholder 
valuation creation. 

Mr An till (Letters, October 
18) has correctly pointed out 
some of the dangers of using 
a single period measure of 
performance in the context 
of value creation which 
must, by definition, take into 


account the long-term 
impact of present actions. A 
second and more serious 
problem relates to the 
selection of the capital base 
in the calculation. To create 
value for shareholders in a 
given period a company 
must earn a return greater 
than the cost of capital on 
the market value of the 
company at the beginning of 
the period. No amount of 
adjustment of the 
accumulation of sunk costs 
in the balance sheet can 
systematically reflect a 
market value which is based 
on future expectations. 

It does not provide the 
strategic or operational 


insight necessary. It is 
simply another way to keep 
score. For those who wish to 
help their companies create 
and sustain more value for 
shareholders there are, 
unfortunately, very few 
short cuts. The infusion or 
shareholder value principles 
throughout all levels of an 
organisation can indeed 
transform performance, but 1 
adding up the old numbers 
in new ways is not the 
solution. 


A striking 
resemblance 
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Peter Smith, 
partner. 

The LEK Partnership, 
1-1 1 John Adam Street, 
London WC2N 6BW, UK 


From Mr Christopher Carr. 

Sir, Re your report “Lam 
Rover to produce •baby- 
model" (October 16). I was " 
most interested to see that ; 
the new vehicle will lock 
exactly like, the Subaru'-.' _ 
Legacy, my. wife alreadv.ha 
Another British 
“innovation”, or. simply 
artistic licence? 
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Christopher Carr, 

Geneva, 

Switzerland 
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Personal View ■ Scott Ratzan 


An end to the madness 


The ‘mad cow 
disease’ hype in 
the media must 
be stopped by the 
UK government 


It has been six 
months since 
a UK govern- 
g: ment report 
suggested that 
bovine spongi- 
form encephalopathy (BSE) 
or mad cow disease - a dis- 
order prevalent in British 
beef - could be transmitted 
to humans. 

The report initiated a 
media frenzy which crippled 
the British beef industry and 
sparked questions on the 
safety of the food supply 
throughout the world. This 
has escalated to become “the 
biggest crisis the European 
Union had ever had", accord- 
ing to Mr Franz Fischler, 
European agriculture com- 
missioner. 

However, few challenged 
the veracity of the claims or 
the quality of evidence. 
While the UK government 
tried to calm food-related 
fears, the EU banned British 
beef products. Policy focused 
on doing "something" - 
rather than doing the “right 
thing”. 

The saga highlights the 
difficulty of accurately com- 
municating and dissemina- 
ting health information. 
Even after years of public 
discussion on BSE and 
Creutzfeldt-Jakob disease 
(CJD), a similar disease in 
humans, misinformation 
continues to dominate the 
discourse. The power of the 
rhetorical repetition of BSE 
as simply “mad cow disease” 
permeates the public, foster- 
ing an erroneous conclusion 
that humans will get “it” 


from eating meat from cows 
or sheep and lambs. 

Different groups shirk 
responsibility. The medical 
co mm u ni ty calls mad cow 
disease a veterinary issue. 
The veterinarians say it is a 
government and public 
health issue. The govern- 
ment, having no clear com- 
munication strategy, 
acknowledges it as a scien- 
tific dilemma and blames the 
media. The media is keen to 
report it while the political 
and medical reporters vie to 
write the lead story. All this 
makes good copy. 

Meanwhile, UK and Swiss 
farmers watch as their herds 
are prematurely culled and 
demand for beef diminishes. 
And French cattle farmers 
block roads and march their 
“healthy" cattle around the 
Eiffel Tower to protest 
against falling- beef prices. 

Today there are fewer 

“mad cows" than when the 

UK government’s report was 
released, but the sam e mys- 
tery shrouds the unaccount- 
able human deaths. Euro- 
peans are consuming 
one-third less beef, while the 
verifiable facts suggest that 


What gets lost is 
the public’s right 
to know the facts 


before accepting 
the fallacious 


claims that grab 
attention but fail 


to meet the rest 
of sound logic 


only cows die of mad cow 
disease. 

There has yet to be a sin- 
gle documented case of GJD 
from eating beef, lamb or 
related dairy products. Simi- 
larly, prions - the theorised 
infectious agent in cattle - 
has never been identified. in. 
any meat for human con- 
sumption. 

Nonetheless, in an effort 
to ease concern that the 
same thing could happen in 
the US, the Centers for Dis- 
ease Control and Prevention 
issued a statement earlier 
this year which was her- 
alded in a lead story in the 
New York Times. It read: 
“There is no . evidence that 
anyone in the US has died, of 
. the *mad cow’ . disease that 
has killed eight people in 
Britain, the Centers for Dis- 
ease Control and Prevention 
said today." 

A similar statement could 
be made anywhere in the 
world, given its inaccurate 
implication of causation. The 
only proven victims of mad 
cow disease are the cattle it 
infects, as the pejorative 
name suggests. . ; _ 

Unfortunately, discovery 
of information, specifically 
scientific and medical break- 
throughs. does not occur 
overnight in a way that fits 
neatly into succinct stories 
or the soundbites preferred 
by the popular media. 
Although there, has been a 
fourfold increase in medi- 
cally related news' in the 
New York Times during the . 
past two decades; we. are all ; 
limited on where to . find - the 
best and most accurate iafor- - 
notion. .. . 

The 25.000 scientific and 
medical journals which, are - 
published throughout, the^ 
world do not 'info rm n<? peg*, 
do our healthcare providers; . 
we still get about 85 per cent- 


of our health informant 


Budget 


from non-medical sources. ,. 

As we rely on govery . t 
meats to provide aceura . ‘ ■’ 
health information, the ret ,- . . 2 . 
ity is that we have a knew- ..." 
ledge deficit. Instead, tabton-. 
television, talkshows ac.-.- _y 
other forms of ..“infota • 
ment" fill the -kiiowiedi- 
gap. What, gets lost is.’tlV. • 
public’s right to; know iK.V ' 
facts before accepting U. “•* 
fallacious ciaitijs that gri . 
attention but failto meet ft.* 
test of sound, logic. TY’ j-. 
result is an absence of puW-^;' 
confidence, ■ .. ' ■ v 

Few -would argue .with tt ^ : 
proposition that accurpv’f '. 
information presented 
tiyely and ethically : ■ 

needed . to make. ..the .he- , c r _-J. . 
decisions in health and othi , .. _ 

vital areas of life. Advoc, - ' ; ' 
ting such an approach unto* n- * ; ; 
all of \is dedicated; teethe'®*. 
of. effective health. cointauB ; >> : 
cation. . J'"- *. , ’ 

But without clear ’3ead£; ' 

ship from thevgorenuneh'- 1 
there is no alternative bat-1 ‘ ■ : '• 

. look to . the media A v 

those who are Involved’ f" ■ 
the discovery, andtiiS8«»fa“ ' 

tion of health-related 
mation ;to .make, this- a ‘WSv. ' ■: 
Ity. They must . rite to - ft - . 
task and -serve as an ethief x.‘_ '•»- • 
compass in helping the pu* ’■ • 

lie to digest such material a- , 

part ofils^daily diet ■* - 

If neither the governira* . 

nor the media begin to thin* '•* - 
of the consequences oT.ftf*- ... 
laisser farre appro*** * /•" . . 
communicating health, .c- ?.. 
similar disaster lurks on si ^ '• • 

horizon. wbl''-\ v 
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A maritime 
law becalmed 


There can be few instruments of 
mternatianal law which have so 
much potential to do either 
good or harm as the United 
Nations Convention on the Law 
of the Sea, which a newly estab- 
lished court based in Hamburg 
is supposed to interpret. 

If. the best intentions ctf its 
drafters are fulfilled, the con- 
vention win uphold freedom of 
navigation, promote conserva- 
tion. -and facilitate rational 
international cooperation In the 
management and use of mari- 
time resources. In an ideal 
world, coastal states would see 
the 200 -mile economic zone, to 
which they are entitled by the 
treaty, as an area of responsibil- 
ity where they must control pol- 
lution and exercise restraint in 
mining and fishing, rather than 
as an opportunity for quick 

profit 

Moreover, given that claims 
to economic zones are doomed 
by geography and geology to 
overlap, the court inaugurated 
in Hamburg last week would 
seem an ideal forum in which to 
settle disputes. Governments 
constrained by powerful nation- 
alist constituencies at home 
ought to find it easier to defer to 
a universally respected tribunal 
on matters of maritime rights 
than to make unilateral conces- 
sions. 

In practice, however, the 
treaty seems to be having the 
very opposite of a benign effect 
in many parts of the world. 


from the Aegean to the Pacific. 
Because the possession of 
islands has become a crucial 
factor in determining the extent 
of a country’s fishing and sea- 
bed mining rights, bitter inter- 
national disputes are flaring 
over the ownership of obscure 
mid-ocean outcrops which 
would otherwise be of little 
interest. 

The two most dangerous dis 
putes concern the potentially 
oil-rich Spratly islands, claimed 
by six countries, and the islets 
in the east China sea where the 
activities of Japanese national- 
ists have triggered a wave of 
anti-Tokyo sentiment in Taiwan 
and Hong Kong as well as 
China. 

These conflicting c laims to 
little-known archipelagos are. in 
turn, one of the factors behind 
the naval arms race in which 
virtually all Asia-Pacific coun- 
tries are engaged. As coastal 
states with booming economies, 
they are suddenly entitled to 
defend the freedom of naviga- 
tion in which all trading nations 
have a vital interest 

But if the emerging Pacific 
powers are acquiring large 
fleets to fight for. and fence off 
parts of the ocean, that is a 
counter-productive enterprise 
whose human and economic 
costs will far outweigh any ben- 
efits. It would also be entirely 
foreign to the spirit, if not the 
letter, of the UN Convention on 
the Law of the Sea. 


Equity cultures 


When the British government 
was preparing in 1984 for the 
initial sale of shares in British 
Telecommunications, nobody 
knew how many first-time pri- 
vate investors would buy. But 
the government’s advisers could 
at least take comfort from the 
fact that the culture of the Brit- 
ish capital markets was heavily 
biased towards equities. Ger- 
mans, in contrast, prefer bonds. 
Could the enthusiasm Bhown by 
private investors for the forth- 
coming Deutsche Telekom issue 
herald a change of habit? 

Quite possibly, because there 
is more going for equities in 
Germany than just the privati- 
sation programme. Deutsche 
Bank's recent decision to set up 
an independently funded pen- 
sion scheme points in the direc- 
tion of an increased institu- 
tional appetite for ordinary 
shares. With a rapidly ageing 
population, Germany can no 
longer afford its very generous 
social security system, and oth- 
ers are likely to follow the Deut- 
sche Bank example. 

Yet a change in the method of 
financing cannot, in itself, make 


a huge difference to the size of 
the pensions bilL The advantage 
in funding lies more in its abil- 
ity to legitimise the division of 
resources between workers and 
pensioners. 

The development of an equity 
culture ultimately depends, 
though, on the relative perfor- 
mance of bonds and equities, 
and to a lesser extent on tax 
and regulation. If German insur- 
ers more than halved their hold- 
ings of equities between 1970 
and the mid-1980s, it was 
because bonds outperformed as 
the Bundesbank established its 
credibility in the markets. 

If monetary union brings 
higher rates of inflation, that 
trend will reverse. A change in 
the tax reliefs that favour the 
book reserve system against 
funded pensions might also tilt 
the balance a bit. Yet the pres- 
ent attraction of Deutsche Tele- 
kom shares for private investors 
lies largely in a yield that looks 
good against bonds. Unless they 
are worried about inflation, a 
rising share price and falling 
yield may simply lead to profit 
taking and more bond buying. 


Budget blues 


might be called the 
Tteywood twostep. One for- 
rd. one back, turn around, 
s you r partner. Then say: 
> Ken, we just can’t do it.” 
he pre-Budget get-together 
rreasury ministers and offi- 
s this weekend at the official 
ntry residence of Mr Ken- 
h Clarke, the UK chancellor, 
hardly have gone with a 
ng. 

: is easy to see why public 
enditure should go up, even 
n election were not in pros- 
L The case for a modest rise, 
example, in the health ser- 
; is hard to resist. And the 
eeze on public-sector invest- 
lt since 1993 is beginning to 
, Private Finance Init iatives 
!ch the government hoped 
fid shovel £14bn into the 
jstment gap this year, have 
‘ar provided only half that, 
he government is facing 
ilic pressure for improved 
rices, which reflects quite 
sonable aspirations. As 
lonal income expands, peo- 
may well want to spend an 
reased proportion of the 
ntry’s income on teachers 
. doctors. Health spending, 
example, is still a relatively 
lest 5.6 per cent of national 
me compared to 4.6 per cent 
979. This is low by the stan- 
3s of other advanced econo- 
8 . 

at flip the chart and you see 
* another picture. Total gov- 
ment spending this year is 
ly to be some £27bn more 
3 revenues. This deficit, at 
per cent of national income, 
l be more than the entire 
snce budget 

rom . every perspective the 
cit is too Hi gh . The UK is 
l into a recovery phase, with 
mployment falling, perhaps 
e to a level at which infia- 
tary pressures will revive, 
iservathres and the Labour 


party agree that over the full 
economic cycle borrowing 
should be brought down. The 
so-called “golden rule" - that 
government borrowing should 
not exceed public investment — 
would suggest a deficit of no 
more than l per cent of national 
income. 

Raising taxes is off the 
agenda, at least until after the 
election, so the burden of an 
urgently needed adjustment is 
feite cm spending programmes. 

But since health, education 
and welfare payments now 
account for 66 per cent of gov- 
ernment expenditure, the scope 
for winking significant cuts is 
limited, especially as many of 
the obvious economies have 
been made in the past three 
years. Rightwingers may dream 
of taking a machete to the 
social security budget, but the 
political arithmetic is fearsome. 
Each 2 per cent cut in the wel- 
fare budget represents a £1,000 
drop in living standards for lm 
people. . 

So if those at Dorneywood 
were disposed to raise then- 
glasses to another term of Tory 
rule, it will not be one in which 
public expenditure falls much 
below the present level of about 
43 per cent of national income. 
Radical thought would be 
required to curb the growth of 
welfare payments or pay for 
more services out of income 
rather than taxes. 

For the present, Mr Clarke 
can only hope the deficit will B° 
away as output rises. However, 
the effect of economic growth 
on government revenues is 
unlikely be enough to balance 
the books until the turn of the 
millennium. So he must at least 
hold the line on spending- Ana 
he must absolutely refuse to 
lead the nation in a tax cutting- 
dance. for the music will stop as 
soon as the votes are counted. 


A deficit of credibility 

Stephanie Flanders casts doubt on the efforts of Italy, Spain and 
Portugal to be ready for the single European currency in 1999 


I nternational intrigue, 
wounded pride and accu- 
sations of financial skul- 
duggery at the highest lev- 
els of government: in the 
past six weeks the race to Euro- 
pean economic and monetary 
union (Emu) has become a highly 
charged political drama. 

France and Germany's strug- 
gles to make it to Emu on time 
have filled the headlines for some 
time. The new twist to the story 
has revolved around events fur- 
ther south, among the so-called 
“Club Med" countries. Although 
Italy. Spain and Portugal have 
always said they planned to qual- 
ify for Emu, few analysts ever 
considered them likely candi- 
dates for the first round, due to 
start in January J999. 

Mr Romano Prodi, Italian 
prime minister, last month made 
an effort to be taken more seri- 
ously. He presented a budget for 
1997 tailor-made to meet the 
Maastricht treaty criterion that 
requires countries to keep gen- 
eral government borrowing 
below 3 per cent of gross domes- 
tic product. Spain and Portugal 
have since announced Emu- 
inspired budgets of their own. 

No sooner had they outlined 
their plans than officials in the 
“hard-core" countries - those 
thought most likely to be first 
into the single currency - began 
muttering about southern mem- 
bers getting above themselves. 
Mr Jacques Chirac, French presi- 
dent, expressed doubts about 
Italy becoming a founder member 
of Emu. In Germany, Mr Hans 
Tietmeyer. the Bundesbank presi- 
dent. warned against countries 
meeting the criteria “in a breath- 
less short-term effort" that could 
not be sustained. 

Financial markets seemed 
more impressed. Italian 
long-term bond yields now stand 
only 2 l/ a percentage points or so 
above German ones, nearly 1 
point lower than at the start of 
last month. This implies a sharp 
fall in investor perceptions of the 
risk attached to lira assets. The 
premium on Spanish and Portu- 
guese bonds has narrowed by 
roughly the same amount, to 
about IS percentage points. 

But even if the ambitious new 
targets are met. it may be tricky 
for the Mediterranean countries 
to persuade their northern col- 
leagues that the improvement 
will last. 

Italy has the hardest task: the 
state budget deficit is expected to 
be close to Ll30,000bn <£54.i8bn; 
- or 7 per cent of GDP - this 
year. Mr Prodi’s budget promised 
to reduce state borrowing by 
LSJJSOObn next year to meet the 
Maastricht target 
The headline figure was an 
impressive step up from the 
L32 ,500b n tightening the govern- 
ment had forecast in July. But 
only 60 per cent of the reduction 
will be part of the 1997 budget 
law to be passed by parliament 
over the next few months. This 
comprises about L25,000bn in 
spending cuts and Ll2.500bn in 
measures to raise revenues. 

The remaining L25,000bn. made 
up of one-off measures devised to 
meet the Maastricht criteria, will 
probably materialise only early 
next year. They include a 
L12.000bn "Euro-tax" on personal 
incomes and H3.000bn of “trea- 
sury operations". 

Mr Prodi himself has accepted 
that the latter are pure “window- 
dressing" for the purposes of the 
Maastricht entrance exam. As for 
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the Euro-tax. it may it be a hard 
task to raise the equivalent of 6 
per cent of this year's personal 
income tax revenue from it_ 

Mr Prodi is hoping to get addi- 
tional help from reduced debt ser- 
vicing costs and faster-than- 
expected economic growth. 
Unusually, the budget does not 
allow for a continued decline in 
short-term interest rates; Italy's 
very high stock of debt - forecast 
to be about 123 per cent of GDP 
next year - means that a 1 per- 
centage point fall in the interest 
rate on government debt should 
reduce borrowing by nearly 1 per 
cent of GDP within two years. 

Betting on faster growth, how- 
ever, seems over-optimistic. Mr 
Giorgio RadaeUi, senior econo- 
mist at Lehman Brothers in Lon- 
don, thinks the extra deficit cuts 
could make it hard for Italy to 
meet the government's 2 per cent 
growth forecast far 2997. let alone 
exceed it. 

“The government is promising 
nearly double the amount of fis- 
cal tightening as in the July bud- 
get plans at the same time as 
saying that growth will be the 
same as it previously expected," 


he says. “You cannot have it 
both ways: either the cuts will be 
achieved, and the growth will be 
slower, or investors won’t believe 
the cuts are credible." 

Spain's economic forecasts 
have also been criticised. The 
draft 1997 budget aims to reduce 
the general government deficit to 
the magic 3 per cent of GDP 
(from a forecast 4.4 per cent this 
year) through faster growth and 
Ptal,200bn (£6, 153m) in budget 
savings. 

Spending cuts make up two- 
thirds of the package, centred 
around a freeze on public-sector 
wages and employment and cuts 
in subsidies to industry. 
Although there are questions 
over the government's ability to 
implement fully the measures, 
most have judged the package 
more credible than Italy's, if only 
because Spain is closer to the 
Maastricht target 

Whether the package proves 
adequate will depend on what the 
deficit turns out to be this year 
and on the pace of economic 
growth in 1997. The government’s 
forecast of 3 per cent growth next 
year, up from a forecast 2.3 per 


cent this year, compares with an 
average independent forecast of 
2.8 per cent. 

Portugal likes to think of itself 
as the dark horse of the Emu 
race. Extensive budget cuts In 
recent years have left the govern- 
ment forecasting a deficit of 4 per 
cent of GDP this year. 

Last week the government 
began discussing how to achieve 
the further cuts needed to reach 
its 2.9 per cent target While the 
Portuguese seem to have avoided 
blatant window-dressing, the cuts 
have fallen more on areas that 
are easiest to squeeze in the 
short term, such as infrastruc- 
ture, than on long-term problem 
areas such as social security. 

Such shortcomings are hardly 
in the same league as the cre- 
ative accounting of France. Italy 
and others in their new budgets. 
But they are likely to be seen as 
a symptom of the same, short- 
termist approach to Emu entry 
by the officials in Brussels and at 
the European Monetary Institute 
in Frankfurt who will evaluate 
progress towards meeting the 
Maastricht targets. 

The greatest obstacle faced by 


the three Mediterranean coun- 
tries in qualifying for entry is 
demonstrating that next year’s 
budget cuts, however large they 
turn out to be. are more than 
one-year wonders. 

For Italy, Mr Riccardo Barbieri, 
an economist at Morgan Stanley 
in London, reckons that signifi- 
cantly less than half of the fore- 
cast L62,000bn reduction is struc- 
tural: without another round of 
cuts, the deficit will go up again 
after next year. 

The package includes only a lit- 
tle over L7,000bn in cuts in 
health and social security. Yet it 
is widely accepted that budget 
reforms in these sectors will be 
crucial to cracking the It alian 
budget problem in the long term. 

As for next year's Spanish bud- 
get deficit, roughly two-thirds of 
the expected decline is structural, 
according to economists at Salo- 
mon Brothers in London. Other, 
one-off, measures for 1997. such 
as re-jigging the collection of cor- 
poration tax, could simply shift 
the budget burden into the 
future, raising the deficit by an 
additional half a per cent of GDP 
in later years. 

B oth Spain and Portu- 
gal have relied 
heavily on reduced 
subsidies to state 
companies to deliver 
their 1997 forecasts. Unless the 
cuts are combined with concerted 
efforts to boost efficiency, this 
will just shift state enterprise 
losses “off-budget” - and. possi- 
bly, outside the general govern- 
ment deficit on which the Maas- 
tricht treaty focuses. 

These and other worries about 
long-term sustainability are 
likely to feature in discussions at 
the European Monetary Institute 
as it prepares to report on efforts 
to meet the convergence criteria. 
The preliminary findings, due 
next mouth, will be the first offi- 
cial assessment of EU members' 
progress toward Emu since the 
new budgets for 1997 were 
announced. Mr Tietineyer's com- 
ments suggest the authors will be 
under pressure from Germany 
and other “hard-core" stalwarts 
to be unsparing in their assess- 
ments. 

For their part Spain and Portu- 
gal will want the institute to 
judge them by their economic 
progress, not their location. Both 
fear being placed in the same 
“problem” category as Italy, 
despite their lower debt and pub- 
lic borrowing. Mr Jose Maria 
Aznar, the Spanish prime minis- 
ter, went to Bonn last week to 
make this point in person. 
He was immediately followed 
by Mr Prodi. equally keen to 
dispel doubts that Italy could 
deliver. 

In promoting their cases, all 
three can show that the latest 
budgets follow several years of 
efforts to cut government borrow- 
ing and improve economic policy 
generally. Much of the recent 
decline in their government bond 
yields may be more a belated rec- 
ognition of this progress than a 
bet on them entering the single 
currency in 1999. 

On present reckoning, the Club 
Med offensive will not be enough 
to secure them a place in Emu In 
1999. But it has made it harder to 
count them out over the long 
term. 

Additional reporting by Peter 
Wise. Robert Graham and Lionel 
Barber 


-OBSERVER- 


Reds axe not 
yet dead 

■ Whoever said that socialism 
was dead? Even as 
free-marketeers proclaim the 
firm! demise of the collectivist 
project, the Socialist 
International - a loose and 
diverse bunch of left-of-centre 
movements — goes from strength 
to strength. 

At a recent conference in New 
York, hardly the incubator for 
things socialist, the number of 
full members swelled from $4 to 
80; the ranks of parties enjoying 
observer or consultative status 
increased by 27. 

Admittedly, not all members 
of this revolutionary 
brotherhood paint themselves a 
very deep shade of red. The 
newly elevated full members, 
who include the Nicaraguan 
Saniilwigtas and the 
all-important Social Democratic 
party of Mongolia, will be t a kin g 
their places alongside such 
stalwarts of mild reformism as 
the German Social Democrats, 
the New Zealand Labour parti' 
and Britain's Labour party. 

The very latest to be admitted 
as associates of the pinkish-red 
fraternity is the Citizens* Union 
of Georgia- 

Two members of that troubled 
country's ruling party last week 
brought a message of fraternal 
greetings to the organisation’s 


London headquarters from 
president Eduard Shevardnadze. 
The niceties of stakeholding and 
empowerment might seem 
rather academic in a country 
recently ravaged by civil war. 
But officers at the International 
were impressed by the 
enthusiasm and extreme youth 
of the envoys. 

Like most of their party's , 
parliamentarians, they were in 
their mid-20s.“ Shevardnadze 
prefers to work with young 
people because we have less to 
unlearn,” said revolutionary 
envoy Irakli Gogava. 


Golden oldie 

■ Switzerland has a 22-carat 
dilemma. It urgently needs to - 
find someone willing to chair its 
investigation into the hunt far 
all that looted Nazi gold stQI 
hidden in the country. The job is ■ 
a delicate one; done properly, it 
could help Switzerland refurbish 
its battered international 
reputation, but done, badly and it 
will increase the country’s 
isolation. 

There are several serious 
Swiss historians, such as Jakob 
Tanner and Georg Krais, who 
are experts on this murky period 
in Switzerland’s past But they 
may be rnled out an the grounds 
fresh minds need to be brought 
to the subject 

Beatrix Mesmer, a history 
professor at Berne, has also been 


mentioned. She has the 
advantage of being Jewish and 
she’s recently retired, suggesting ; 
she could find the time for. an 
investigation which might take 
fiveyears. . 

/ But some Swiss believe the . 
job’s too important to be left 
entirely to their compatriots. 
r.The argument goes that if Swiss 
bankers can persuade Mr Paul 
Volcker, former USfederal 
reserve chairman, to help sort ; 
but their row with Jewish 
organisations over the fate of 
dormant bank accounts, surely * 
the Swiss government can And a 
foreign dignitary willing to lend 
• .a hand. 

One name mischievously 
touted Is Barone&s Thatcher. 

She's always been a big fan of 
Switzerland. And she wouldn’t 
put up with any nonsense from 
people like Alfanse D’ Amato, the 
chairman of the US senate 
banking committee who's been 
. making life such a misery for 
the Swiss. 


Bruised fruit . 

m Life can be tough for 
Caribbean banana producers. 

If iris not leaf fungus, hurricanes 
or European insistence 
on the right length, colour 
and curvature, iris US 
politics. 

The problem is an attempt to 
allow bananas grown in Latin 
America by American Interests 


to muscle in on a European ; 
market traditionally carved up 
among farmer European 
colonies. 

Unfortunately for the 
Caribbean gro we r s , the US /. . 
company Chiquita along with 
Carl Lindner, the Cincinnati 
millionaire behind ft - have 
friends in high places. Chiquita, 
■* the wozki's largest banana •• 

trader, has hedged its bets and 
- finan ced both Democrats and • 
Republicans ahead of the US 
election. Dole and bis 1 
campaigners have used the 
Lindner family’s -private planes 
so much that he’s been dubbed 
tire “banana republican” 

' The US of course, like the 
European Union, only believes 
in free trade up to a point: “We 1 
.tried a few years’ ago to export 
bananas to the US and our 
containers sat on the wharf,” 
says Marshall Hall, Chief 
executive of Kingston-based 
Jamaica Producers Group. "The 
bananas turned to vinegar.” 

So Jamaica Producers Is 
diversifying into less 
controversial products such as 
mangoes and pumpkins. But, 
even for pumpkins, access to the 
US market is curiously 
unpredictable. “I can tell you to 
the month when they’re going to 
find ‘weevils’ in my pumpkins," 
says an increasingly cynical 
HalL Strangely enough, that just 
happens to be the month the US. 
pumpkin harvest gets under 
way. 



100 years ago 

Chinese observations 
LI Hung Chang has now 
arrived at Pekin, after his 
tour amongst the Barbarians, . 
and by this time will doubt- 
less be communicating to his 
Imperial master the result of 
his Observations in the West. 
We await with interest to 
hear whether he Is to be deco- 
rated with more peacocks’ 
feathers or is to be decapi- 
tated. It all depends on how 
much he tells the Emperor. 
We know that throughout his 
European trip he carefully 
collected particulars of the 
ages and incomes of every- 
body he met, from Mr. Glad- 
stone down to the senior 
attendant at the Empire, and 
if he confine his recital to 
such points as these, he will 
almost certainly get the pea- 
cocks' feathers. But if he pre- 
sume to explain that he has 
discovered that the “white 
man with the yellow money” 
is more advanced in civilisa- 
tion than the "yellow 
with the white maney”.then 
the betting is. we are afraid, 
against his head. We Imagine 
however that Li Hung flhan g 
is sufficiently shrewd to 
tanpress the Emperor with the 
fact that although the Barbar- 
ians are a contemptible race 
as compared with the Celes- 
tials. they are useful as hire- 
lings for the manufacture of 
war-ships, armaments and 
factories. And. after all, that 
is the main point 
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Germanophobia rules 
in a day by the seaside 


A nyone attending the 
first annual confer- 
ence last Saturday 
of Britain’s Referen- 
dum party could have been 
forgiven for mistaking the 
whirr of the air conditioning 
for the hum of Messerochmrtts 
crossing the English Channel. 

Germanophobia was every* 
where: in the speeches, in the 
video shown on two giant 
screens and in the casual con- 
versations of the glitteratf 
attending pre-conference 
soirees and dinner parties. 

The Referendum party, 
which was created a year ago 
by the billionaire businessman 
Sir James Goldsmith, is not 
overtly anti-German. It is not 
even officially opposed to the 
European Union. Its ostensible 
purpose is to pressure the Brit- 
ish government to hold a refer- 
endum on Britain’s relation- 
ship with the EU. 

But there was Sir Alan Wal- 
ters, the former economic 
adviser to Baroness Thatcher, 
railing against the German 
central bank. Then came Sir 
James's zoo-keeping million- 
aire friend, Mr John AspioalL 
who declaimed from the trium- 
phalist stage that “in this cen- 
tury. a million Englishmen 
have given up their lives so 
that we should remain free, 
free from a German-dominated 
Europe". 

More sophisticated was the 
closing address by Sir James, 
the party’s founder, who 
attacked German ambitions to 
create what be called a federal 
European superstate. In an 
analysis which owed much to 
continental thinking - proba- 
bly reflecting his own German- 
Jewisb descent and 
Anglo-French dual nationality 
- Sir James cited the .German 
philosopher Hegel, who 
“believed in the state and 
despised the people". 

Hegelian influence had led 
to the EU being dominated by 
bureaucrats who were leading 
its member countries "blind- 
fold into a federal superstate". 
Sir James said. 

Meanwhile, a video played in 
the gaps between the speeches, 
showing images of German 
chancellor Helmut Kohl, 
looking like a kind of mafia 


Robert Peston finds little to 
comfort the EU at the first 
Referendum party conference 


Vienna 
shares row 
prompts 
exchange 
rule move 





By Eric Frey In Vienna 


Standing ovation: Sir James Goldsmith acknowledges the 
applause at the end of his closing address 


kingpin, with quotations 
superimposed from European 
ministers designed to demon- 
strate his supranational ambi- 
tions. There were even pic- 
tures of tanks rolling through 
unspecified streets. 


S peaker after speaker 
received a standing 
ovation from the 4,000 
members and sympath- 
isers who packed into the con- 
ference centre. For all Sir 
James's avowed intention that 
his party's members should 
include pro- and anti-Euro- 
peans. there was no doubt that 
the vast majority of his sup- 
porters were Eurosceptics. 

There were small business- 
men damaged by the last 
recession, which they blamed 
on sterling's membership of 
the European exchange rate 
mechanism. There were fisher- 
men facing hardship which 
they blamed on the common 


fisheries policy. Most were 
white, over 50 and former Con- 
servative voters. 

At the end of the seaside 
rally. Sir James’s motivations 
and ultimate aim still 
remained unclear. At a dinner 
organised by Lady Powell, the 
wife of Sir Charles Powell, the 
former foreign affairs adviser 
to Baroness Thatcher. Sir 
James talked about “the 
tumour of Brussels control", 
media distortion which 
“makes you puke” and hypo- 
critical Tory ministers and 
MPs. 

He did not yet have a word- 
ing for the referendum he 
wants, although he was cur- 
rently in favour of “a very sim- 
ple question: for and against 
Maastricht”. Success would be 
measured by whether he got 
“one or two” representatives 
elected, which “would be 
amazing", but which he was 
beginning to think possible. 


Gains by 
the LDP 


Deutsche Telekom shares 


to be in DM25-30 range 


Continued from Page 1 


Continued from Page 1 


the Democratic party, a newly 
formed group which emerged 
from yesterday’s poll as 
Japan's third-largest. 

"Our stance is that we would 
welcome anybody or any party 
that will agree with our poli- 
cies,” Mr Hashimoto said. 

The turnout appeared to 
reflect voters' weariness with 
the years of muddled coali- 
tions that followed the LDP’s 
loss of its monopoly of power 
in 1993 with the previous low- 
est turnout, 67 per cent 


European banks. Deutsche 
Bank, Dresdner Bank and 
Goldman Sachs met through- 
out the weekend in Frankfort 
to hammer out a price range 
for the IPO, one of the world's 
largest ever, before finally 
agreeing at lunchtime yester- 
day. 

It is clear that Deutsche 
Telekom was looking for a 
price of around DM30 per 
share, but having apparently 
set a range of DM25-DM30, it is 
admitting that the new capital 


that it will raise will probably 
be less than hoped. “With a 
range of DM25-DM30 it’s 
unlikely that it’s going to be 
DM30 unless demand is excep- 
tionally price insensitive or 
large.” one banker close to the 
issue said. 

The company may be able to 
recover some of the possible 
shortfall by resorting to the 
so-called greenshoe, an addi- 
tional packet of 75m new 
shares which may be issued to 
stabilise Deutsche Telekom’s 
share price in the weeks after 
the stock market listing. 


The Vienna Stock Exchange 
has announced changes In 
trading rules in the wake of 
the resignation of the head of 
securities trading at Invest- 
mentbaok Austria, a subsid- 
iary of Bank Austria. 

Mr Anton Imre resigned fol- 
lowing allegations that his 
department manipulated 
equity prices to secure a profit 
on a large options deal. 

The exchange, one of 
Europe’s smallest, said the 
rule changes should prevent 
such practices - which are not 
illegal - in future. 

The affair has angered Insti- 
tutional investors and cast 
doubts over the .Vienna 
exchange’s ability to shed its 
image as a dosed club with 
rules favouring a few local 
banks. Bank Austria, tbe 
country’s largest bank, denied 
any wrongdoing but called its 
traders' action "extremely 
short-sighted and damaging". 

Mr Imre stepped down on 
Friday after allegations in the 
market and the media that his 
bank had sold thousands of 
blue-chip shares just before 
the close on Wednesday. In 
seconds, the ATX index of 
shares lost 17 points, or 1-5 
per cent, falling to 1.07&54. 

Brokers said Investment- 
bank Austria bad earlier sold 
to Girocredit, another bank, 
80,000 call options - exercis- 
able when tbe ATX index 
closed above 1,080. In late 
trading Wednesday, Girocre- 
dit, in which Bank Austria 
| has an indirect majority stake, 
apparently put in large buying 
orders for shares in VA Tech, 

I OMV and EA-Generale to 
drive tbe ATX up. When the 
I Index hit 1,090, Investment- 
bank Austria struck back with 
i even larger sell orders and 
drove the index down. 
Because of the closing bell, 
other investors had no chance 
to act on the last prices. 

The alleged manipulations 
were possible because the 
stock exchange’s new elec- 
tronic trading system EQQS 
overreacts when a succession 
of large orders is placed. 

The exchange said it would 
start using a weighted average 
to calculate the price of bine 
chips and the ATX. to avoid 
massive price swings in thin 
trading. It would also raise 
the minimum number of 
shares for which market-mak- 
ers have to set a firm price. In 
the longer term, EQQS soft- 
ware should also be improved. 

The uproar is an embarrass- 
ment for Bank Austria chair- 
man Mr Gerhard Randa. who 
is also president of the stock 
exchange. He dismissed criti- 
cism of his double role, citing 
Frankfurt, where Deutsche 
Bank board member Mr Rolf 
Brener is also exchange head. 


WEATHER 


Europe today 




South-western Scandinavia, 
Germany and north-western 
France wifi have cloud and rain, in 
the wake of this rah, bright 
intervals are expected over the 
UK and the Benelux- Several low 
pressure systems in eastern 
Europe will cause showers from 
Belarus across the Ukraine and 
Into the eastern Mediterranean. 
Turkey will have a few thunder 
storms. High pressure will result 
in widespread sunny spells over 
the Iberian peninsula and the 
western Mediterranean. The 
Balkans and parts of eastern 
Europe will have bright Intervals. 
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Five-day forecast 

Cloud and bright intervals will be 
experienced in most of western 
Europe as a southerly flow moves 
moist and mild air Into the region. 
At mid-week, a more westerly 
flow will bring rain to the British 
Isles and the western part of the 
continent 
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Situation at 12 GMT. Temperatures maximum for day. Forecasts by Mateo Consult of the Nethartmds 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Aflanw 

EL Abes 

Sham 

Bangkok 

B a rcelona 


Maximum 
Celsius 
am 33 
fair SO 
sun 24 
shower ie 
shower 20 
sin 35 
cloudy IB 
fair is 
ran 34 
sun 22 


Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

(Xhagen 

Cairo 

Cape Town 


lair 16 
fair 12 
cahi 12 
cloudy 12 
lair 25 
cloudy 20 
rain 34 
shower IB 
rain 11 
rain 11 
am 28 

lair 16 


Caracas 

Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Delhi 

Dubai 

Dublin 

Dubrovnk 

Sefinburgh 


fair 32 
cloudy 14 
sun 23 
dowdy 17 
rain 16 
fair 31 
thund 29 
sun 32 
sun 33 
ft* 13 
fair IT 
fair 13 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Faro 

Frankfirt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 

Karachi 

Kuwait 

L Angeles 

Las Pafrras 

Lima 

Lisbon 

London 

Luxbotrg 

Lyon 

Madeira 


Slxi 24 
rain 15 
shower 17 
am 23 
shower 13 
rain 13 
shower 8 
cloudy 29 
cloudy 31 
shower 16 
shower 32 
rain 15 
aun 32 
sixi 32 
sun 24 
sun 27 
far 21 
sixi25 
sun 17 
rain 14 
cloudy ig 
sun 25 


Manchester 

ManUa 

Menxxxne 

Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 


New Vork 

Nice 

Nicosia 

Oslo 

Pate 

Perth 

Prague 


aun 24 
fair 22 
far 22 

shower 14 
rain 30 
sun 19 

fair 25 
sun 2 B 
cloudy 18 
rain 11 

rain 9 
rain 13 
far 27 
far 20 
fair 29 
rain 13 
sun 19 
1*31 
cloudy 7 
rain 18 
shower 24 
rakn 11 


Rangoon 

Rey^avlk 

Rto 

Roma 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Avtv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


far 33 
rain 9 
cloudy 25 
sun 21 
far 21 
sun 19 
Slower 32 
far S 
rain 15 
far 20 

sun 25 
aun 30 
far 19 
cloudy 14 
ran 12 
cloudy 17 
rain 12 
doudy 8 
fair 16 
fax 15 
sleet 4 
rain 13 


the lex column 


Deutsche’s debt dilemma 


As Deutsche Telekom's roadshow 
kicks off this week, investors will 
want to know how serious the com* 
pany is about paying down its 
debts. Privately, executives say cut- 
ting borrowings, winch amounted 
to a net DMiOGbn at the end of last 
year, is their over-riding priority. 
But the prospectus is not nearly as 
clear. Reading it, one might con- 
clude DTs first objective was to 
“increase its international pres- 
ence”. Prospective shareholders win 
not be reassured by the notion that 
billions more will be spent on for- 
eign adventures. So Mr Ron Som- 
mer , the company’s chief executive, 
would do well to state publicly that 
this Is not what he has in mind. 

He should also clarify exactly 
what DT’s target of cutting debt to 
DM65bn by the end of 2000 means. . 
For example, would the proceeds 
from a second share issue, expected 
in 1999, be counted towards this tar- 
get? Privately, executives are cate- 
gorical that they would not. But the 
| prospectus, again, is fuzzy. Further- 
more, DT should stop talking about 
| gross debt, which is pretty mean- 
, ingless, and focus on net debt. It 
boasts that gross debt fell DM!5bn 
last year. But this is less impressive 
when one realises that cash 
resources also fell by DMSbn, with 
the result that net debt was down 
only DM7bn. DT also does not 
include DMSbn of penman obliga- 
tions in Its calculation of debt. 

That said. DTs cash flow is so 
strong that a net debt target of 
DMJSbn (including pension obliga- 
tions) by 2000 should be achievable. 
The question then becomes how DT 
should be valued. German investors 
win look at its fat dividend. If the 
shares were sold at DM30 - the top 
of the price range to be revealed 
today - tbe net yield would be 4 per 
cent. Given that Germans nan cash 
in a tax credit, the gross yield 
would be an attractive 5.7 per cent. 

International investors, though, 
will be inclined to look at DT*s 
earning s before interest, tax, depre- 
ciation and amortisation (ebitda). 
European telecoms operators, on 
average, have an enterprise value 
(market capitalisation plus debt) of 
4-2 times 1996 ebitda. At DM30 a 
share. DTs ev/ebitda ratio would be 
a pricey 5-5. Even at DM25. the bot- 
tom of tbe price range, the ratio 
would be 5.1. 

DTs advisers argue that normal 
ebitda multiples are inappropriate 
given the company's capacity to 
pay down its high debts. Maybe. 
But what if one flashes forward to 
2000? With DTs net debt then down 
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to DM65bn, the argument that it is 
a special case should no longer 
apply. Indeed in 2000, DT will be 
starting to feel tbe bite of competi- 
tion with the result that its ebitda 
is barely expected to grow thereaf- 
ter. So an average ev/ebitda ratio of 
4 - giving a share price of DM37 - 
would seam reasonable for 2000. 

If the shares were sold at DM30 
today, the implied armimii capital 
growth would be only 5V4 per cent. 
Even adding the 4 per cent yield, 
the prospect is hardly appetising. 
But at DM25, the capital growth 
would be a respectable 10 per cent. 
Given the juicy dividend, the shares 
would then be worth buying - but 
only just. 


left investors in tbe dark. Delayed 
payment of suppliers, for example, 
gave an unusually benign picture of 
Olivetti's debt position at tbe half 
year. Investors deserve better. • 
T ranspar ency would be a mixed 
blessing, but at least it would put 
management undo: pressure to take 
the tough strategic decisions that 
are necessary. Olivetti can only 
fund its investment in telecoms net- 1 
work Infostrada, if it makes signifi- ! 
cant disposals elsewhere. .Current 
plana for only partial flotation of 
T-py^krtn and retention of the disas- 
trous services and systems division 
look like a recipe for more share- 
holder p ain in the form of another 
recapitalisation. 



Stagecoach 


Olivetti 


The introduction of four new 
feces to Olivetti’s board is undoubt- 
edly a step in the right direction. 
The independence of three of them 
cannot be questioned. Shareholders 
may have fared pooriy during the 
latter years of Mr Gerard Worms’s 
tenure at Cozapagnie de Suez. But 
as the victorious adversary of Mr 
Carlo De Benedetti in the buttle far 
Society Generate de Belgique, at 
least he cannot be classed as family. 
Mr Gordon Owen adds broad inter- 
national telecommunications exper- 
tise, while Mr Dario Trevisan is the 
choice of international sharehold- 
ers. This should ease fears over the 
influence erf Mr De Benedetti’s fol- 
lowing his recent resignation. Mr 
De Benedetti owns less than 3 per 
cent of Olivetti, but controls 14 per 
cent of its shares, raising valid con- 
cerns that his personal interests are 
not wholly aligned with other 
shareholders. 

Having reinvlgorated tbe board, 
new chief executive Mr Roberto 
Colamnno needs to improve trans- 
parency. Olivetti’s accounts have 


Helped by Friday's apparent 
ap proval by the UK government of 
the Porterbrook rail leasing deal, 
the share {nice of Stagecoach, the 
rail pnd bus lines group, continues 
Its jcppming l y endless rise. Share- 
holders shonld bang on, the argu- 
ment usually runs, because the 
price is underpinned by formidable 
earnings growth. After all, the 
shares are trading at a slight dis- 
count to the market price/earnings 
multiple for, say. 1997/98: 

In fact, investors should beware 
of this comforting theory - because 
Stagecoach's price/ea m i n gs multi- 
ples are now dangerously flattering. 
For a start, a- big Chunk of earn in gs 
growth comes from South West 
Trains, a franchise which ends in 
2003 and should therefore be 
stripped out and treated differently. 
So should Porterbrook, a rolling 
stock leasing company whose profit- 
ability once existing leases come to 
an end between 2002 and 2004 is 
anyone's guess. 

To isolate these effects precisely 
is tricky because it is difficult to pin 
a long-term value on Porterbrook. j 
But it and SWT both have a strong 
“jam today" effect and deserve low 
multiples; this implies that the zest 
of Stagecoach is trading at a price/ 
earnings premium to the market, 
even for 1997/98. Yet the rump is 
mainly composed of mature, bus 
businesses with dull growth pros- 
pects. For them, such a rating looks 
Implausibly racy. 

Of course, there is a case for 
hanging an to the shares regardless. 
Stagecoach has a remarkable ability 
to pull imaginative rabbits out of 
bats. But investors .should be taking 
this pricy gamble with their eyes 
open, now that the shares look fun- 
damentally over-valued. 
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MINISTERO DEL TESORO DELLA REPUBBLICA ITALIANA 




PROCEDURE FOR THE DISPOSAL OF 60% OF THE ORDINARY SHARE CAPITAL OF 


BANCO 
iNAPOU s., a 







SOLICITATION OF INTEREST 


In accordance with die Decree Law of 24 September 1996 no. 497 regar ding tbe restructuring and ihepriyatisahoo of Banco 
di Napoli, tbe Mhiistro del Teaaiu. with the Ministerial Decree of 14 October 1996, has established tbe procedure for the 
disposal of 60% of Banco di Napoli's share capital, soliciting bids. 




k*** ****** 


This invitation is addressed solely to banks, fi n anc i a l institutions, insurance companies and other ingtitnormni investors, both 
Italian and foreign, who meet the following requisites; a) Shareholders' funds as at 31 December 1995 of not less than two 
thousand billion Italian Lira; b) Positive net income for tbe last three financial years; c) Capital ratios and/or adeq uacy 

in tine with domestic or international standards or regulations. ; 


? ^5 zi 


Joint bids will be allowed and both conditions b) and c) above will have to be satisfied by each of foe parties to tbe joint bid, 
while it will be sufficient that only one party to the joint bid satisfies condition a). . J --. . 


f-ji mm 

... 


As from the date of publication of the above-mentioned Ministerial Decree and until 18 November 1996, potential biddacs 
who satisfy the conditions set out above can indicate their interest in tbe acquisition, either m writing or by fax, to Rothschild 
Italia S.p-A. rRothschOdl. advisor to the Mlnistero del Teaoro for this sale, by requesting tbe bidding procedure manual 
which will detail the sale procedures as well as die information and documentation required to be to foe sale 

procedure for admission. • . r -.L 


At the same time as tbe indication of interest potential bidders shall also request the Bank of Italy for a preliminary 
authorisation to participate in the sale piooedme. Any application to participate in the sale procedure recdvedT>y RothscfaSd 



after 18 November 1996 will not be considered. 


The Bank of Italy will co mm un i cate hs preliminary deciriop cm admission of candidates to the sale procedure directly to tfae- 
appticaut and to Rothschild, within seven days from receipt of the application For inumnst 


applicant and to Rothschild, within seven days from receipt of the application. For interested parties which are nos Italian 
banks or Italian financial institutions, the Bank of Italy will take into account tbe opinion of tbe relevant regnlaioty autbdriw 


in which case the term of seven days will run from the date of receipt of such an opinion. 


Rothschild after verification of tbe requirements for admission and receipt of the preliminary authorisation by tbe Bank of 
Italy, will promptly notify interested parties of their adxmsrioa to tbe bidding process and will forms!* admitted inoecesEed 
parties with a copy of an Information Memorandum prepared for the purpose of foe sate whit* contains confidential 
information on Banco di Napoli and on foe transfer of certain activities to a special purpose company m accordance with'ibrs- 
above-mentiooed Decree Law do. 497. 


foteresied parties who are admitted to the sate procedure may either provide by 2 December-1995; a letter contamiiig 
commitment to make the offer to purchase, thereby obtaining a right of fim refusal, or directly make a definitive oHer bv20 
December 1996. The required commits of both the commitment tetter and the definitive offer wfll be detailed mthcabriw- 
mentiooed Ministerial Decree, in foe bidding procedure manual and in the loibnaatioii Memorandum. 


The sale will be made to tbe candidate who tas presented tbe highest offer, without prejadSce to any right grata* L nfoviodsiy 
provided dm the offer price is considered fitir by the advisor appointed by foe Mhustmo del itsoro and pfovidS* ttarthe- 
candidale has received a definitive auth oriiciiip n hy rh* Ritnt- trf im fy 


The Mmistero del Tesoro reserves the right to snspeod or tenninate at any time the sale negotiations cr haeonpt dfo'^Ie 
procedures without giving the interested parties any recourse to reimbinsenKail or compensation. ■ • _ 


TKs announcement represents an invitation to bid and ntx a public offer ex are. 1336 cxl, norihewlicitatioato lialian ntifilk: 
exaiti. 1/18 of tbe law 7 June 1974 no 216 and subsequent modificatitms mid amendments. 


^ enrirc **** be governed by Iafiaa Law and the Court of Rome w3T b^ con^pdent for 


This invitation appears as a matter of information only as the sale procedure will be regulated exdnrively foe above- ■ 
meotiooed Ministerial Decree and by the relevanc documents recalled by the Ministerial Decree. •_ • 


Dou. Alessandro Dafilna 
Director 

TeL +39 2 724 43 302 


for further information interested patties should cantata: 
Rottecbad ltalla SqxA. 


Coreo Magenta 12, 20123 Milan 
Tel: +392724 43 333 - 
Fax; +39 2 724 43 300 
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Tril +39 1 72443 303 -V 










